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imiOSD  STATES  DEPAETMSNT  01  AGPJCULTUEE 
.-     Agricraltural  liarke ting  Administration 
Washington,  D,  C, 

Augast  31,  1942 

ADMIMSTRATOR'S  MEMOEAITDUM  NO.  2 

Supplement  I .    ~-  . 

Es.taTDlishment  of  Field  Organization  of  the  Agricultural 
^  Marketing  Administration  . 

The  organization  of  the  Washington  activities  of  the  Agriciiltural  J/Iarketing 
Administration  was  announced  in  Administrator's  Memorandum  No.  2  on  l^larch  9, 
Since  that  time  a  great  deal  of 'thought  has  "been  given  to  the  question  of 
how  AI/IA's  3.ctivities  can  best  he  administered  in  the  field,  and  numerous 
field  officials  have  "been  consulted  on  problems  of  field  organization  and 
relationships. 

Naturally  there  is  no  single  vie^oint,  since  the  organizations  which 
.have  been  merged  in  the  creation  of  AMA  followed  different  patterns  of 
field  organization.    Each  of  the  former  pattems  cannot  be  continued  if  AUk 
is  to  have  a  form  of  orgsmization  designed  to  delegate  increasing  responsi- 
bilities to  the  workers  in  the  field. 

The  difficulties  of  regional  organization  of  the  Administration  have  been 
fully  discussed  and  are  well  recognized*     %e  fact  is  inescapable  that 
field  operations  mast  "Le  more  closely  -unified*     ^e  program  fimctions  not 
closely  enough  related  to  integrate  automatically  must  be  coordinated.  It 
is  essential  to  Mlk  as  a  functioning  organization  that  someone  be  able  to 
spealc  for  it  as  a  whole  in  the  several  regions.    Whatever  the  distinguish- 
ing characteristic  of  various  functions  may  bo,  every  function  of  the  AMA 
contributes  to  our  broad  and  continuous  assignment — to  improve  the  system 
which  moves  the  produce  of  agriculture  into  ultimate  consumption.  That 
improvement  will  not  come  from  a  single  method  or  a  single  program-— it 
requires  instead  many  methods,  many  programs,  so  organized  and  so  related 
that  they  move  together  in  an  orderly,  sensible  way. 

It  should  not  be  necessary  for  people  to  come  to  Washington  to  do  business 
with  AMA  simply  because  the  business  in\'Dlves  the  activities  of  mor©  than 
a  single  branch  or  division.    Likewise  Al^A  needs — and  has — ^people  whose 
job  it  is  to  apply  the  broad  concepts  of  ALIA  region  by  region  to  area  and 
regional  problems  of  marketing. 

We  wp-nt  to  make,  the  transition  to  regional  administration  with  as  few 
personal  adjustments  as  possible,     ©le  changeover  can  be  orderly  and 
systematic,  interfering  as  little  as  possible  with  the  efficiency  of  day- 
to-day  operations.     If  we  work  together  cooparatively  as  I  am  sure  we  will, 
we  will  all  recognize  substantial  improvement  shortly. 
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Bach  person  assigned  duties,  as  regional  administrator  will  have  three 
stages  in  the  development  of  his  functions. 

Effective  SeptemTDer  1  he  will  assume  duties  as  regional  administrator, 
after  assigning  any  present  duties  he  may  have  to  an  associate  who  shall 
"be  in  charge  of  that  activity  on  an  "acting"  or  pro  tem  'oasis.     The  first 
duties  of  the  regional  administrator  shall  "be  to  discuss  with  the  leaders 
of  the  principal  lines  of  work  in  his  region  their  problems  and  suggestions. 
Daring  this  period,  the  regional  administrator  shall  acquaint  himself  fully 
with  the  kind  and  types  of  lYork  assigned  to  AI/iA.  in  the  region,    Airing  this 
period  there  v/ill  he  no  change  in  the  normal  line  of  responsihility  of  field 
workers  to  their  superior  officers.  • 

Effective  Septemher  15  the  regional  administrators  will  assume  responsihility, 
"by  appropriate  delegations ,  for  f\mctions  in  the  administrative  management 
field  for  their  regions,  including  personnel,  information  and  general 
business  management. 

Effective  September  15  the  field  functions  of  the  Distribution  Branch  will 
he  assigned  to  the  regional  administrator  for  supervision. 

Effective  September  15  the  field  functions  of  the  Purchase  Branch  incident 
to  the  administration  of  Section  32  will  be  assigned  to  the  regional  adminis- 
trator for  s-jpervision. 

Subsequently'",  other  duties  incident  to  new  or  existing  programs  v/ill  be 
delegated  to  the  regional  admiristrator  for  supervision.    Washington  branch 
chiefs  and  other  executives  are  expected  to  suggest  to  the  Administrator 
S'och  territorial  realignments  of  their  work  as  to  facilitate  orderly  dele- 
gation of  supervisory  \vork  to  regional  administrators  as  rapidly  as  practical* 

In  addition,  regional  adauinistrators  shall  have  as  their  functions  for  the 
territories  assigned  to  each: 

1.  To  serve  as  the  Administrator's  personal  representative, 

2.  To  assume  general  leadership  for  the  AI^  in  relationship  with 
other  agencies  of  the  Department,  other  agencies  of  Governjaelit,  and 
%he  public. 

3.  To  suggest  and  transmit  suggestions  of  other  AMA  workers  in  the 
region  for  improving  our  programs,  the  quality  of  our  service  and 
economies  in  administration, 

4.  To  carry  out  promptly  and  efficiently  instinctions  and  policies 
of-  the  Administrator  or  his  associates  including  the  chiefs  of 
branches  and  administrative  divisions.    To  eliminate  any  possihle 
conflicts  in  instruction,  an  appropriate  system  of  comunication  from 


Washin^rton  to  the  field  will  "be  estat>lis-lied,    G-enerally  spealxing, 
however,  all  "branch  chiefs  will  transmit  instructions  to  the 
field  as  "before  except  in  cases  where  supervision  for  an  activity 
has  "been  specifically  dele^^ated  to  a  regional  administrator. 
Then  instructions  will  go  to  Ihe  regional  anjainistrator ,  except: 
where,  with  the  consent  of  the  regional  administrator,  instructions 
are  to  he  transmitted  directly  to  a  specific  field  worker  or  group 
of  workers. 

The  regional  administrator  shall  maintain  at  regional  headquarters  as  small 
a  staff  as  possible,  consistent  with  the  necessity  of  discharging  proiiiptly 
and  efficiently  his  responsi'bilities.    The  pattern  of  organization  in  the 
various  regions  shall  he  as  ner.riy  ^mifonn  as  possible  consistent  with  the 
need  for  some  flexibility  reflecting  the  differences  between  regions  in 
problems  and  work  load.    The  organisational  pattern  of  each  regional  office 
and  ainenc:mer:ts  thereto  shall  be  approved  by  the  Assistant  Administrator  in 
charge  of  administration. 

Each  regional  administrator  shall  recognize  as  functions  and  sh^l  assign 
a  person  in  ciiarge  of  not  more  th^aa  one  of  the  following  areas  of  work: 
general  management  ai'd  ^z-ei-^-n  ce  fi.mctions;  distribution;  marketing  reports, 
purchase;  supervision  of  ir rpections ;  progra;:^.  analysis  and  appraisal.  Sub-»« 
sequently  as  o-Ghe.-:"  fanctions  are  assigned,  this  par^^raph  may  be  modified 
on  application  to  the  Adinin:  stratcr. 

The  regional  administrator  shall  recommend  and  the  appropriate  branch  or 
division  chief  shall  pa.ss  on  ezployees  to  be  assigned  to  such  key  posts 
by  the  Administrator, 

Arthur  C.  Bartlett  is  designated  Special  Assistant  to  the  Administrator  to 
establish  a  system  of  commur.ication  to  regional  administrators,  to  clarify 
and  reconcile  any  poosi'cle  conflicts  in  instructions  and  to  seek  inprovement 
in  the  operating  efficiency  of  the  field  establishment. 

An  adjustment  to  a  regional  system  of  administration  such  as  this  memo  con- 
templates cannot  be  made  over  night.    As  a  consequence,  it  is  desired  tha.t 
each  question  be  disposed  of  as  expeditiously  as  possible,  and  to  assist  in 
achieving  that  goal  the  regional  administrators  will  be  brought  into  a 
central  meeting  once  monthl.y  for  the  next  several  months  at  which  time 
problems  will  be  disposed  of  as  promptly  as  possible  and  on  a  basis  ivhich 
will  provide  as  uniform  a  pattern  as  is  practical  among  all  the  regions. 

The  regions  and  headquarters  for  each  follow,  together  with  the  regional 
administrator  for  each  region: 

Northeast:    New  England  States,  New  York,  New  Jersey,  Pennsylvania,  Delaware, 
Maryland,  West  Virginia  -  headquarters  at  New  York  City  -  Buell  Maben, 
Regional  AdLiinistrator. 
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Southern:    Kentucl^y,  Tennessee,  Virginia,  North  Carolina,  South  Carolina, 
G-eorgi?.,  Plorida,  Ala"bama,  Mississippi  -  headquarters  at  Atlanta  -  Col. 
James  H.  Palmer,  Regional  Adininistrs.tor, 

Southwest:    Arke^nsas,  Louisiana,  C'-ilahoma,  Texas  -  headquarters  at  Dallas  - 
Lester  J.  Cappleman,  Regional  Aciministrator. 

Eocky  Mo^Jn.t^.in:    Hew  Mexico,  Utah,  Colorado,  W7oining,  Montana,  Idaho  - 
headquarters  at  Denver  -  E.  0.  Mather,  Regional  Administrator. 

Pacific:    Washington,  Oregon,  Galifomia,  Hevada,  Arizona,  Hawaii, 
Alaska  -  headquarters  at  San  Prancisco  -  Merritt  A.  Clevenger,  Regional 
Administra^tor, 

Midwest:    Horth  Dakota,  South  Dakota,  Uehraska,  Kansas,  Missouri,  Iowa, 
Minnesota  -  headqus.rters  at  Dec  Moines  -  effective  Septenher  24  J.  S. 
Russell,  Regional  Ad.rJ niptrator ;  September  1  to  September  PA  R,  H.  Mather, 
Acting  Regiorj£vI  Aji.:inistrator. 

Great  Lakes:  Illinoic,  Indisjia,  Wisconsin,  Michi^-aji,  Ohio  -  headquarters  at 
Chicago  -  E.  C,  Poliock,  P.agional  Administrator, 

Puerto  Rico  and  the  Virgin  islands  will  "be  handled  as  a  separate  unit  out 
of  the  Washj.ngt on  office^     The  head  of  this  office  will  he  announced 
subsequently^. 
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UllITED  STATSS  i^EPAREvISNT  01  AGRICULTUEE 
Agricultural  Marketing  Administration 
Washin9;ton,  C. 


September  12,  1942 


ADMIHISTBATOR'S  MliiviOEAlJDUM  HO.  2 
Supplement  J 

Establishment  of,  and  Delegation  of  Authority  for,  Hegional 
Personnel,  Administrative  Services,  and  fiscal  Divisions 


Administrator's  Memorandum  No,  2,  Supplement  I,  establishing  the  regional 
organization  of  the  Agricultural  Marketing  Administration  provides  that, 
effective  September  15,  the  Regional  Administrators  will  assume  responsi- 
bility by  appropriate  delegation  for  functions  in  the  administrative 
management  field  for  their  regions,.   The  opportunities  for  effective  ad- 
ministrative management  in  the  regions  as  an  adjunct  to  the  total  Al,lA 
program  are  great.     It  is  the  policy  of  the  Administration  to  get  this  job 
done  as  close  to  v/here  the  work  is  being  performed  as  possible. 

The  volume  of  work  will  vary  from  region  to  region,  so  that  no  hard  and 
fast  rules  will  be  dravm  for  the  number  and  grade  of  positions  in  each 
region.    However,  for  the  sake  of  uniformity  and  for  adequate  attention 
to  management  problems  in  each  region  there  shall  be  established  Personnel, 
Administrative  Services,  and  J'iscal  Divisions  under  the  general  direction 
of  an  Assistant  to  the  Regional  Administrator  in  charge  of  management. 

Personnel 

Authority  is  hereby  delegated  to  the  Regional  Administrators  to  maintain 
a  personnel  service  for  all  divisions  and  branches  of  the  Administration 
which  have  offices  within  the  physical  boundaries  of  their  respective 
regions. 

All  personnel  files,  records,  and  equipment  which  may  at  present  bo  main- 
tained in  any  of  the  various  field  offices  of  the  Administration  shall  be 
placed  at  the  disposal  of  the  regional  Personnel  Division.    In  accordance 
with  the  provisions  of  Operational  Instruction  No,  7,  the  operating  office 
will  maintain  only  a  skeleton  record  of  the  personnel  in  that  particular 
office.    The  official  personnel  files,  leave  records,  etc.,  mil  be  main- 
tained by  the  regional  Personnel  Division.    Details  of  what  records  may  be 
kept  in  the  individual  field 'office  will  be  worked  out  between  field 
office  representatives  and  the  regional  Personnel  Division. 

The  regional  Personnel  Division  ^vill  have  authority  to  deal  directly  con- 
cerning personnel  matters  with  the  appropriate  persons  in  charge  of  the 
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various  field  offices,  and  in  cooperation  with  such  officers,  is  authorized 
to  effect  any  personnel  transactions  which  will  contribute  to  improved 
personnel  operations.     The  representative  of  the  Afrricultural  Marketing 
Administration  in  charge  of  any  field  office  should  have  authority  to 
recommend  to  the  regional  Personnel  Division  that  routine  per'sonnel  actions 
be  taken  without  prior  approval  of  the  Washington  office  of  the  appropriate 
branch  or  division* 

The  appointment  of  any  person  to  a  key  position  in  any  of  the  field  offices 
will,  of  course,  be  submitted  to  the  appropriate  Washington  branch  or  divi- 
sion for  approval. 

In  order  to  expedite  and  improve  the  handling  of  personnel  matters,  the 
chief  of  each  regional  Personnel  Division  will  be  designated  as  a  field 
employment  officer  v^rith  authority  to  consummate  personnel  transactions 
within  limits  permissible  by  law  and  Department  regulations.     The  Regional 
Administrator  and  the  Assistant  to  the  Administrator  will  also  be  designated 
as  field  employment  officers  with  authority  to  effectuate  field  personnel 
transactions.    The  authority  so  delego.ted  under  present  limitations  will' 
enable  the  chief  of  the  regional  Personnel  Division  to  make  appointments, 
effect  transfers,  paid  approve  promotions  and  separations  for  positions 
carrying  salaries  up  to  and  including  |2300  per  annum.    This  is  in  accord- 
ance with  Secretary's  Memorandum  603,  Revised. 

Additional  responsibility  will  be  lodged  with  the  chief  of  each  regional 
Personnel  Division  as  rapidly  as  regulations  permit. 

Admini  s tr ative  Ser vi cos 

Authority  is  hereby  delegeted  to  the  Regional  Administrators  to  conduct  the 
administrative  services  functions  for  all  divisions  and  branches  of  the 
Administration  which  have  offices  in  their  regions.     Chiefs  of  Administra- 
tive Services  Divisions  will  procure  space,  supplies,  equipment,  and 
utilities  services  in  their'  regions.     Supplies  will  be  secured  through  four 
regional  warehouses  located  at  New  York,  Chicago,  San  Francisco,  Dallas, 
and  through  other  designated  warehouses.    Regions  not  having  supply  ware- 
houses will  secure  supplies  from  the  regional  warehouse  through  which  it 
may  most  economically  be  done.    Space  will  be  secured  in  a  region  by  issuance 
of  invitations  for  bids  upon  specifications  approved  by  the  Administrative 
Services  Division  in  Washington.    Bids  will  be  approved  and  contracts  let 
in  Washington  for  the  present,  but  authority  for  approving  bids  for  con- 
tracts under  $500  will  be  delegated  when  the  regional  offices  are  staffed 
to  handle  this  work.    Authority  to  negotiate  contracts  for  securing  utili- 
ties services  will  also  be  delegated  subsequently.    All  requests  for  equip- 
m.ent  will  come  to  the  Administrative  Services  Division  in  Washington  be- 
cause of  the  need  for  obtaining  priorities.    Duplication  of  regional  docu- 
ments will  bo  done  in  the  regions  as  much  as  possible  and  all  distribution 
of  regional  documents  will  be  handled  through  the  regional  office.  All 
orders  for  printing  and  binding  services  will  come  to  Washington  because  of 
the  necessity  for  central  approval.     In  unusual  circumstances  emergency 
printing  and  binding  may  be  carried  out  in.  the  field  in  conformance  with 


laws  permitting  such  action  and  with  the  approval  of  the  Administrative 
Services  Division  in  "Ffe-shington.    Communications,  messenger,  and  filing 
services  will  "be  maintained  in  the  region  in  accordance  with  standards 
and  recommendations  established  "by  the  Administrative  Services  Division 
in  Washington.    Chiefs  of  the  Administrative  Services  Divisions  will 
maintain  inventories  of  equipment  and  supplies  located  in  the  regions.1 
and  field  offices.    Administrative  service  functions  will  he  conducted 
in  each  region  for  all  AMA  activities  in  that  region. 

All  personnel,  records,  files,  and  equipment  now  utilized  in  carrying  out 
these  activities  in  the  present  regions  and  field  offices  of  MfA  shall 
"be  transferred  to  the  Regional  Administrators.    This  transfer  shall  "be 
worked  out  "by  the  Assistants  to  the  Hegional  Administrators  in  cooperation 
'with  the  persons  who  are  at  present  in  charge  of  these  activities  in  the 
field.    These  transfers  shall  "be  made  on  Septem"ber  15,  or  as  soon^as  possTole 
thereafter, 

!Fisca,l 

Authority  is  herehy  delegated  to  the  Eegion.?.l  Administrators  to  conduct 
fisccil  activities  for  the  programs  under  their  supei-vision,  for  such  other 
progriras  in  their  regions  as  the  Tiscal  Branch  in  Tfishington  shall  det er- 
mine,   The^regional  Fiscal  Divisions  will  "be  responsi'ble  for  keeping 
accounts  which  will  show  the  status  of  fund's,  including  conmiitments,'"'obli-  - 
gations,  and  "balances.    These  accounts  siiall  reflect  "both  administrative 
and  progrrjn  expenditures,  except  for  lend-lease  program  expenditures. 
(Lend-Lease  accounts  shall  continue  to  be  kept  in  the  Hew  York  Program 
Accoujiting  office.) 

Regional  iFiscal  Divisions  shall  be  responsible  for  assembling  budget  infor- 
mation and  for  reporting  to  the  Regional  Administrator  on  the  status  of 
allotments  and  expenditures.    They  shall  also  be  responsible  for  preparing 
pay  rolls  and  arranging  for  the  distribution  of  all  salary  checks. 

Regional  Fiscal  Divisions  shall  be  responsible  for  all  audit  functions  in 
their  re^->ions,  .including  the  accounts  of  ALU.  activities  and  the  accounts  of 
all  agencies  handling  AlU.  funds.    Hov/ever,  disbursements  in  connection  with 
field  activities  which  are  now  audited  in  the  T^shington  office  of  the 
Fiscal  Division  \7ill  continue  to  be  so  audited.    The  present  dis'trict 
audit  offices  will  be  consolidated  with  the  regional  Fiscal  Division  off ices^- 
in  all  cases  where,  in  the  judgment  of  the  Regional  Administrator  and  the 
Chief  of  the  l!fe,shington  Fiscal  Branch,  this  will  contribute  to  the 
efficiency  of  the  operations  of  the  audit  function  in  the  region.    As  pro- 
vided b;;.'  law,  the  individual  bonded  certifying  auditors  have  sole  respon- 
sibility for  all  certifications  for  paj^ment. 

Standards  for  performing  fiscal  functions  in  the  regions  will  be  set  by  the 
Fiscal  Branch  in  TS^shington  to  assure  sufficient  uniformity  in  the  conduct 
of  these  activities.    All  personnel,  records,  files,  and  equipment  now 
utilized  in  carrying  out  these  activities  in  the  present  regions  and  field 
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offices  of  MA  shall  be  transferred  to  the  Regional  Aduiinistrators,  This 
transfer  shall  be  worked  out  by  the  Assistants  to  the  Regional  Administra- 
tors in  cooperation  with  the  persons  who  are  at  present  in  charge  of  these 
activities  in  the  field.    These  transfers  shall  be  effective  on  September  15, 
or  as  soon  as  possible  thereafter.,  except  that  the  allotments  and  accomnts 
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TJMnSD  STATES  EEIPAH2LIE1TT  01  AC-HI CULTUK3 
Agricultural  Llarketing  Administration 
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SeptemlDer  12,  1942 


AHMIHISmTCR'S  IvIS^lOBANnrM  170.  2 


Supplement  K 


Delegation  of  Authority  for  Distri'cution  Pro  grass  in  the 
 Field  to  Begional  Administrators  


Effective  SeptemlDer  15  the  supervision  and  direction  of  the  field 
activities  of  the  Di stri"bution  Branch  are  assigned  to  the  Regional 
Administrators  pursuant  to  the  provisions  of  Administrator's  Memo- 
randum Ho.  2,  Supplement  I.    As*  of  the  ahcve  date  the  present  regional 
"boundaries  are  aooli shed  and  all  personnel,  properties,  files,  and 
records  shall  he  transferred  to  the  appropriate  Regional  Administrator. 
The  division  of  personnel,  property,  files,,  and  records  shall  he  ap- 
proved hy  "both  of  the  Regional  Administrators  affected  in  each  case. 

All  duties,  responsi'bilities ,  functions,  and  authorities  previously 
exercised  "by  the  Regional  Directors  of  the  Distri"bution  Branch  in 
operating  the  school  liinch,  school  milk,  food  stanp,  aid  direct  distri- 
Dution  programs  in  the  field  are  here"by  delegated  to  the  Regional  Ad- 
ministrators.    These  include,  in  addition  to  general  administrative 
responsihility,  the  authority  to  execute  sij."b-agreements  under  agree- 
ments executed  "by  the  "Washington  office  of  the  "branch  with  States  re- 
garding the  operr.tion  of  the  programs;  the  authority  to  sign  agree- 
ments in  the  name  of  the  Administrator  T7ith  sponsors  of  school  milk 
piTOgrams;  the  authority  to  enforce  the  regulations  of  the  stamp  plan 
and  a,s  they  apply  to  food  dealers  to  issue  orders  and  deraals,  to  dis- 
allow payments  to  dealers  presenting  fa,lso  claims,  and  to  issue  orders 
for  reinstatement  if  the  retailer  lias  oeen  out  of  the  program  90  days 
or  more. 


The  Regional  Adm.inistrator  sha.ll  conduct  the  distri"i!rution  programs  in 
accordance  with  Such  policy,  methods  and  procedures  as  liave  "been  or  may 
he  prescribed  "by  the  Chief  of  the  Dis tri'&ution  Branch,    However,  all 
significant  changes  in  program  policy  sha-11  "be  approved  and  announced, 
"by  the  Administra,tor.     The  Chief  of  the  Distribution  Branch  shall  pro- 
vide for  a  continuing  review  of  the  program  operations  from  the 
Washington  office  and  may  require  such  reports  and  records  as  he  shall 
deem  necessary. 


The  Chief  of  the  Distrihution  Branch  shall  approve  the  designation  of 
the  Caaief  of  a  Distribution  Division  in  each  of  the  regions. 


Administrator 
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UNITED  STATES  DEPARTMENT  OE  AaEIClJLTtmE 
Agricultural  Marketing  Administration 
Washington,  D.  C. 


SeptemlDer  12,  1942 

ADMimSTiUTOR^S  MEMOEANHJl^  HO.  2 
Supplement  L 

EstalDlishment  of,  and  Delegation  of  Authority  for.  Regional 
 Marketing  Reports  Division  

Administrator's  Memorandum  No.  2,  Supplement  I,  esta"blishing  the  regional 
organization  of  the  Agricultural  Marketing  Administration  provides  that, 
effective  Septem"ber  15,  the  Regional  Administrators  will  assume  responsi- 
"bility  "by  appropriate  delegation  for  the  conduct  of  marketing  reports  and 
other  informational  activities  in  their  regions.    Therefore,  these  functions 
are  herehy  delegated  to  the  Regional  Administrators  and  shall  "be  performed 
"by  a  Division  of  Marketing  Reports. 

Under  the  general  policy  direction  of  the  Marketing  Reports  Division  in 
Washington  and  under  the  supervision  of  the  Regional  Administrator,  the 
Chief  of  the  Marketing  Reports  Division  in  each  region  taO-II  direct  \>dthin 
the  region  a  program  of  pu"blic  reporting  for  A2-iA.,  including  informing 
the  public  in  general,  and  farmers,  farm  and  trade  organizations,  market- 
ing specialists,  consumers  and  other  governmental  agencies  in  particular, 
of  the  policies,  programs,  and  services  of  the  Administration  through 
current  informational  releases,  specia.l  reports  and  other  media.    He  ^-dll 
direct  and  coordinate  \^n.thin  t'ne  region  the  issuance  of  current  market 
news  and  other  marketing  reports  of  a  regional  or  local  nature,  and  the 
Victory  Eood  Special  program  of  encouraging  the  commorcir^l  movement  of 
farm  products  that  are  in  heavy  supply.    He  will  also  maintadn  liaison 
with  other  Government  informational  agencies  in  the  a.rea. 

In  performing  these  functions,  the  Marketing  Reports  Division  in  the  region 
will  have  the  respon3i"bility  for  reviewing  and  editing  special  reports, 
releases,  prepared  talks,  radio  scripts,  and  other  materials  designed  for 
public  dissemination,  and  for  making  determinations  with  respect  to  their 
preparation  ajid  publication,    LikG\^^ise,  all  matters  relating  to  the  prepara- 
tion of  radio  transcriptions,  film  strips,  movies,  exhibits  aiid  other  visual 
aids,  including  arrangements  for  obtaining  photographs  from  commercial 
concerns  or  other  Eederal  agencies,  and  determinations  as  to  the  distribu- 
tion of  AMA  publications  and  visual  a,ids  should  be  referred  to  an.d  cleared 
by  the  Marketing  Reports  Division  in  the  region.    However,  nothing  in  this 
supplement  shall  be  construed  as  changing  the  provisions  contained  in  Admin- 
istrator's Memorandum  No.  2,  Supplements  E  and  G-,  except  that  Regional  AdU- 
ministrator  shall  be  substituted  for  Regional  Director. 


UNI^D  STAISS  DSPARH^NT  OF  AGHI CULT -JES 
Agricultural  I^rketing  Adrninistratioii 
Washington,  D.  C. 


September  12,  1942 


AmiNISTEATOH'S  MEMOEaMJUM  HO.  2 


Supplement  M 


J^^staolislment  of,  and  Delegation  of  Authority  for.  Regional  I 
 Analysis  and  Appraisal  Division   


rogram 


Administrator's  Memorandum  iJo.  2,  Supplement  I,  estalDlishing  the  regional 
organization  of  the  Agricultural  Marketing  Administration,  provides  that, 
effective  September  15,  the  Regional  Administrators  will  assume  responsi- 
bility by  appropriate  delegation  for  f^jnctions  in  the  field  of  program 
analysis  and  appraisal.    Therefore,  these  functions  are  hereby  delegated 
to  the  Regional  Administrators  and  shall  be  performed  by  a  Division  of 
Program  Analysis  and  Appraisal. 

In  addition  to  the  responsibility  for  analysing  the  total  marketing  picture 
in  the  region  and  appraising  the  effectiveness  of  Ai^iA  programs  concerned 
with  the  problems  involved  in  that  total  regional  marketing  picture,  this 
Division  shall  secure  for  the  Regional  Administrators  information  regarding 
the  various  commodities  produced  or  processed  in  the  region,  including 
processing,  transportation,  and  storage  facilities.    The  Division  vdll  ob- 
tain this  information  either  from  primary  sources  in  the  field  or  from  the 
appropriate  branches  in  Washington  and  will  carry  out  assignments  from 
time  to  time  for  the  Program  Appraisal  Division  in  Washington.  This 
division  will  assume  the  functions  formerly  exercised  by  the  Sconomic 
Analysis  Section  in  the  regional  offices  of  the  Distribution  Branch. 
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A.M>A,  PROGMMS  kW  REGtOKAL  ORGAHI2A'DIOH 


Roy  F#  Hendrickspn,  Administrator 


I  told  someone  I  was  going  to  talk  four  hours*  I  am  not  going  to  talk  that 
long,  -  ProbaTDly  I  will  talk  an  hour  and  a  half,  then  we  can  have  some  ques- 
tions, 

THE  WAR  PROBLEMS 

Let's  go  hack  a  little  "bit  to  the- \var  time  situation  first  of  all.  This 
is  the  kind  of  war  the  like  of  which  v/e  have  never  "before  known*    Our  . 
frontiers  in  this  war  arc  the  largest  any  country  has  over  hcid,    We  have 
men  on  evex-y  continent  fighting  on  the  sea  in  every  ocean.    This  is  global 
war.    A  great  deal  of  our  interest  and  fortune  is  tied  up  with  other  coun- 
tries, particularly  United  Kingdom,  U.S.S.R.,  Australia,  ojid  Canada  in  a 
way  that  makes  it  necessary  tha.t  there  be  a  great  doal  of  interdependence. 
V/c  are  committed  by  a  United  Nations  covenant  to  share  and  share  alike* 

Our  estimates  vary  as  to  how  long  this  war  is  going  to  last.    Chances  are 
it  is  going  to  bo  a  very  long  war,  -.md  a  difficult  war  in  which  impacts 
on  the  whole  of  agriculture  arc  only  beginning  to  come  no''^    War  does 
peculiar  things  to  supplies  of  most  things  .^Jid  one  of  the  things  it  does 
is  to  produco  shortages.    It  produces  them,  rather  surprisingly,  very 
quickly  in  some  instances. 

Buying  for  lend-lease  up  to  the  time  of  price  ceilings  was  duck  soup  com- 
pared  to  the  problems  of  shortage  which  c.re  coming  up  now.    The  reason  I 
was  over  at  the  Poods  Requirements  Committee  meeting  this  morning  was  that 
A.M. A.  is  taking  the  initiative  in  the  matter  of  handling  the  very  serious 
meat  problem.    We  are  attempting  to  get  through  a  scheme  which  I  thiiik:  is 
ultimately  going  to  mean  consumer  rationing*    All  of  this  is  going  to  be 
none  too  soon*    No  one  would  he^ve  dreamed  of  this  situation  in  December 
1941.    ^Then  a  group  originated  the  idea  at  that  time  -  v;hen  pork  was  around 
$6  on  the  hoof  -  that  we  would  be  short  of  pork,  people  in  the  Department 
were  more  or  less  amused  and  opposed*    ^^on  the  announcement ;  of  the  Eood 
for  Jreodom  Campaign  was  made  by  the  Secretary  a.nd  it  v/a^s  realized  that 
the  Secretary  was  prepared  to  ask  farmers  to  increase  their  production,  of 
pork,  there  was  great  resentment.    Hogs  were  lev/  in  price  and  it  appeared  . 
that  the  hog  raiser  v/as  going  to  hurt  himself  by  increasing  the  supply. 
But  here  wo  are,  right  now,  facing  a  deficit  as  far  as  supplying  the  United- 
Nations  is  concerned.    We  will  have  e.  shortage  of  about  20,000  tons  of  pork 
loins  alone  by  the  end  of  September.    Wo  are  going  to  be  short  by  more  than 
20  per  cent  of  the  volume  of  meat  that  consumers  would  buy  at  coiling 
prices. 

Now  there  are  a  few  fundamental  things  that  have  boon,  or  have  to  be,  chang- 
ed in  this  war  administration  policy.    One  is  that  we  are  not  going  to  hes- 
itate to  ration.    There  has  been  some  resistance  in  the  Government  toward 
thcat  sort  of  thing*    I  thini:  we  have  beoxa  too  slow.    I  m.ention  that  be- 
cause I  think^'wo  are  going  to  be  short  of  other  things  in  not  too  long  a 
time.    We  are  already  short  of  fats,  oils,  iineats  r^nd  dairy  products*  You 
can't  tell  what  we  are  going  to  be  short  of  next  and  it's  up  to  us  to  antici- 
pate  it.    Wo  have  no  business  being  optimistic  about  it.    Shortages  require 


that  new  and  additiona,!  steps  "be  taken  in  the  management  of  the  whole  proT)- 
lem  of  production,  pricev  processing  aixd  distrilDution. 

The  problem  is  different  from  what  it  was  in  the  last  war.     In  that  war, 
marketing  i-zork  in  the  Department  probably  made  its  most  substantial  pro** 
gres.s  in  a  given  period  .of  libime.    There  wasn^t  much  of  it  before*.   A  good 
deal  of  progress  has  been  made  but  thoro  is  still  a  lot  to  bo  made,  jnostly 
in  assisting  with  the  management  of  supplies  of  farm  products,  their  pro- 
cessing, storage,  and  shipment,  and  in  the  production  problem,  which  is  so 
closely  related.    Taking  all  this  into  a^joujrtt,  it  is  apparent  that  this 
may  bo  a  very  lively  period  in  marketing  oxpansion.    Thoro  is  going  to 
bo  a  lot  of  work  to  do  —  things, we  have  not  even  thought  of  at  the  present 
time. 

You.  cannot  do  a  management  job  by'  issuing  directives.    Wo  have;  already  seen 
what  is  happening  in  the  case  of  price  ceilings.     It  is  not  the.  f ault -of 
O.P.A,  that  adequate  administration  has  not  caught  up  with  policy  making 
to  date,  but  it  is  way  behind  -  they  are  running  into  serious  administrative 
problems,  and  have  probably  seen  only  the  beginning* 

OBJECTIVES  m  PIELD  ORGAHIZATION 

I  havo  been  talking. only  about  the  general  situation  to  which  you  probably 
have  given  .much  thought.    There  is  much  about  tho^  .future:  that,  is  unknown, 
and  wo  may  bo  hazy  about  the  unknown.    It  is  something  .at  least  though 
to  bo  aware  of  the  dangers,  and  even  to  bo  prepared  for  ..the  unexpected. 
It  seems  to  me  that  it  is  necessary  for  us  to  havo  ourselves  batter  pro*- 
•pared  all  the  time  to. execute  those  responsibilities  wo  M'ready  havo  and 
to  take  on  added  responsibilities*.  '•  ; 

I  am  not  saying  this  in  a  critical  sense,  but  I  think  that  what  marketing 
program  wo  have  so  far  has  tendod  to  grow  up  a  piece  at  a  time..:  Each 
piece  involved  a  good  doaJ.,  of,  spodializati  on.    You  can  run  through  ma.ny  . 
of  the  things  and  find  that  a  function  carao  .:ilong  and  the  man  who.  had 
.something  to  do  with  its  origin  was  placed  in  charged.  .  Wo  developed,  a  good 
deal  of  the  kind  of  structure,  in  A.M.S.  and  S.M.A.  in  wh-ich  divisions  are 
set  up  with  our  own,  field  services.  .  It  is  not  all  bad;  some  fine  work,  has 
been  done;  many  highly  efficient  operations  have  been  accomplished.  But., 
the  danger  was  that  the  function  v/as  tending  all  the  time  to  become  jnore 
and  more  specialized,  to  develop  monopolies  in  a  limited  line;  and  s.ome?- 
times  there  was  reluctance  to  accept  other  responsibilities  v/here  recep- 
tivity tp.  other  functions  and.  .l^ospohsibilitios.  was  probably  desir.o.blo..  ,  I 
,am  not  .saying  that:: .within  the  limitation  of  ..a  specifit:  job.  that  sort,  .of  an 
orgiini^ation  is,  not  as  efficient  as  another.    3ut  oh  the  other  .hand,  we - 
now  are  running  increasingly  into  problems  which  cut  across,  thosa- various 
functions,  problems  which  are  not  adequately  covered  or  dealt  with,  in  .any 
particular  part  of  the  organization. 

Wo  find,  first  of  all,  that  we.  arc.  not  organizod  structurally  on  a-com-r-  -, , 
^arablo..  bafsis  w.lth  certain  other  organizations  v/ith.. which* .wo^ havo  -to  ;  ■-■ 
ha.ve  cro.sB  xo.laticaijhips  -  E.  S,A.  and  A. A. A.,  f.or.  Inatanoe,.  where.;  our: 
relationships  .s;.i  ju.ld  bo  much  closer.--  tTnl-css  th&.  Ev.-SoA,  ■..  field  -  c^f icial^-  ^  ^ 
can  find  ^.n  A.  M,A«- person  with  a  -general  function-, .  he,',  is  .-pretty  much-out-' 
..of  luck,,  in  dealing:^  with  us  in  the.  field. .   Ho  has  to  come  up  -t^o  .W^-shington 


and  tha,t  is  not  good.    This  does  not  mean  that  Washington  cannot  handle 
tho  matter,  "but  it  docs  mean  that  a  lot  of  valualDle  time  is  wasted. 

Wo  have  a  great  many  divisions  out  in  the  field  and  everyone  is  very  care-* 
ful  that  no  one  oversteps  on  someone  else's  joTd.    We  get  non^?  leader  ship 
in  a  great  many  ways.    Wo  are  not  always  fully  aware  of  the  tqcJl  regional 
prohlems.    We  do  not  have  Tsrcadly-conccivod  regional  programs.    We  ha.ve 
been  subjocted  to  some  criticism,  and  wo  are  not  properly  defended  out  in 
the  field  whore  the  criticism  arises* 

Our  program  as  a  wholo  is  lar.^er  than  it  has  over  been,    Lend-lease  and 
Other  things  have  doubled  our  problem  .      If  wo  are  going  to  .assume  in- 
creased responsibilities  plus  taking  care  of  tho  r  elations  that  we  .must 
have  with  State  institutions,  Extension  Service,  Experiment  Stations,  O.D.T. 
and  others,  wc  need  a  better  structure. 

Wo  have  had  some  regionn,lization  v/ithin  various  divisions  .and  branches » 
In  the  case  of  the  Distribution  Branch,  we  have  a  very  good  deal  of  decen- 
tralization.   Sometimes  one  wonders  if  there  is  not  too  much.    I  don't  think 
there  is  too  much,  although  the  system  of  communication,  reports,  and  con- 
trols probably  does  not  always  function  perfecbly.    In  the  case  of  some 
of  the  commodity  branches,  there  has  been  a  limit  to  what  they  can  do  be-, 
cause  most  of  them  are  spread  quite  thinly  over  nev/  areas. 

I  do  not  know  v/hat  some  of  our  new  marketing  jobs  of  the  future  are  going 
to  bo  but  I  am  certain  that  more  management  is  required^     That  means  in- 
tensifying many  activities  and  "being  prepared  to  assume  future  respon- 
sibilities.   I  don't  think  wo  should  over  be  in  a  position  to  have  to  turn 
dov;n  responsibilities  on  tho  grounds  that  v/e  do  not  have  a  field  structure 
wit)i  people  with  sufficient  rospcnsibility  and  staff  so  that  they  can  take 
it. 

It  is  really  remarkable  how  helpful  good  org^wnization  c£tn  bo.    For  example, 
v;hcn  the  Bankhead  Farm  Credit  Act  v/as  passed,  providing  $35,000,000  for  a  • 
year  or  two  .;.nd  then  $50,000,000  the  third  year,  the  Farm  Security  Admin- 
istration took  that  in  their  stride  by  employing  eight  men  in  Washington 
and  adding  a  man  or  two  in  various  regions  of  tho  field  but  that  job  was 
taken  right  on  because  they  haid  the  structure  to  take  it  on.    Now  if  they-  • 
had  not  hoA  tha,t  regional  structure  tl^ey  v/ould  have  added  80  or  90  men  in 
V/ashington  and  they  v/ould  have  been  thrown  into  confusion.    As  it  was  they 
took  on  the  responsibility  more  quickly  rjid  satisfactorily,  and  that  is  ■ 
the  kind  o'f  position  we  should  get  ourselves  into* 

DELEGATIONS  AW  RESPONSIBILITY  TO  THE  FIELD 

Setting  up  of  field  organizations  such  as  this  involves  a  great  ma,ny  steps. 
You  don't  delegate  in  this  work  v;ith  a  pitch  fork.    You  have  to  delegate 
things  carefully  so  that  you  knew  the  thing  can  bo  done  and  so  you. know 
to  whom  you  are  delegating.    Otherwise,  delegations -are  alv/ays  regretted. 
With  more  confidence  being  built  up  right  along  therj  v;ill  bo  loss  hesi- 
tancy in  delegating. 

Let  us  look  at  it  from  a  standpoint  of  some  of  the  activities  in  Washington. 
Does  it  mean  that  V/ashington  people  lose  controls?    I  don't  think  so.  I 
think  that  entirely  too  much  time  in  Washington,  instead  of  being  concen- 


trated  on  planning  policies  vind  providing  leadership,  lias  to  "be  taken  up 
on  the  kind  of  details  which  can  "be  much  iBOrG  adoquatoly  pjid  desirahly 
handled  in  the  field,    Por  oxojnple,  I  find  in  personnel,  that  a  tremendous 
number  of  things  in  that  field  come  into  V/ashington  that  have  no  iDUsiness 
in  hero  at  all".    That  is  tTMo  in  the  case  of  many  other  things.    More  things 
.can  Tdc  delegated,  as  soon  as  we  have  the  structure  r^nd  the  people  prepared 
to  receive  that  kind  of  delegation. 

Let  us  tcicc  up  Distribution  first,    ,¥s  arc  pretty  well  delegated  on  Dis- 
tribution and  functions  now  delegated  to  the  four  regional  offices  will 
be  delegated  as  of  September  15  to  the  seven  regional  offices  of  the  A.M. A. 
as  a  whole.    Lot  us  take  th.-t  particular  situatien  cud.  see  what  difference' 
it  makes,    Charlie  Kunkel  continues  to  be  the  head  of  the  Distribution 
Branch,    How  is  his  relationship  changed?    I  do  not  think  it  changes  very 
much  so  far  as  regional  actions  are  concerned.    Charlie  will  havfe  the  same 
relationshirj  to  regional  administrators  as  he  had  to  regional  directors  of  - 
Distribution  Branch.    Certainly  they  will  be  expected  to  abide  by  delegations 
and  not  to  imagine  that  the  delegations  contain  something  that  is.  not  thore. 
Gha^rlic  is  the  man  we  look  to  here  for  leadership  in  the  distribution  field. 

Now  let*s  take  Section  32  direct  purchases  in  the  field.    They  are  the  so- 
called  surplus  pruchases  which  have  fallen- off  some.    At  the  present  time 
H,  C,  Albin  has  q,  number  of  purchase  -icn  in  the  field  who  go  on  assign- 
ments DJid.  who  cover  quite  a  bit  of  territory.    The  purchase  plan  is  deve- 
loped in  the  appropriate  commodity  branch,  .  Price  policioe  end  purchase b 
are  intimately  interwoven.    Wo  v/ant  price  ]policy  developed  as  a  -gari  of 
the  plan.    We  look  to  the  commodity  branch  tc  anticipate  market  situations, 
and  people  looking  for  help  generally  come  to  the  ccmmodity  branches.  They 
also  come  to  Mr,  Albin' s  people  in  the  field.    Wo  look  to  Mr,  Albin  not 
only  to  keop  the  ccmmodity  branch  aware  of  what  is  coming  his  way,  but  also 
to  execute  the  program.    Instead  of  through  his  own  particular  men,  ho  will 
in  the  future  execute  it  through  the  regional  administrators.    The  Regional 
Administrators  will  not  bo  able  tc  do  this  personally.     Sooner  or  later 
they  will  have  a  man  or  men  who  will  be  handling  purchase  and  undoubtedly 
thore  will  be  informal  relatir*nships  between  Mr.  Albin*  s  men  and  the  right 
hand  man  on  this  particular  front  for  the'rogional  administrator. 

There  is  another  problem  on  purchases  too  -  v/hat  are  we  going  to  do  with, 
the  stuff  we  buy?    That  is  v/orked  out  between  Kunkel  and  Albin  and  their 
subordinates.    These  subordinates  will  be  able  to  delegate  down  to  the 
regional  offices  many  of  the  problems  of  that  kind  that  com©  along, 

How  let  us  get  over  to  some  other  functions.    We  have  no  immediate  plans 
in  connection  with  some -  of  t  hese -but  v/e  v/ant  to  reach  them  ultimately  and 
I  think  as  people  become  acquainted  and  not  too  many  mistakes  -..re  made  then 
we  will  get  in  a  position  where  more  L\nd  more  can  be  delegated. 

Personally,  I  do  not  know  if  we  should  ever  delegate  in  connection  with 
Commodity  Exchange  Branch.    I  look  ta  Mr,  Mehl  and  Mr,  Kitchen  to  study 
that'  one  through.    The  Commodity  Exchange  Branch  has  never  had  an  ex- 
cessive amount  of  money  or  resources  to  meet  and  deal  with  it's  problems. 
It  is  hard  to  get  that  type  of  money.     X  do  not  see  why,  v/hen  properly 
-manned,  the  regions 'can't  begin  to  be  of  a  good  deal  of  iise  "to  Mr.  Mehl 
in  connection  with  his.  responsibilities.    We  should  not  try  to  chart  the 


"bluG  print  completely  in  advance,    We  have  to  go  at  it  in  an  evolutionary- 
way.    Many  of  you  fellows  who  are  in  the  regional  axlministrators  jobs,  in 
spite  of  your  well  known  character  and  alDility,  do  not  caro  to  have  that 
sort  of  thing  thrown  at  you  like  a. big  medicine  ball  without  a  little  no- 
tice of  its  coming.    I  do  not  think  that  will  happen, 

Now  we  can  go  over  the  Transportation  and  Warehousing  Branch  that  Jim  Orox^ 
heads  up,    I  think  I  know  Jim  Crow  well  enough  to  know  that  he  is  the  kind 
of  follow  vjho  goes  ahead  and  tries  to  get  other  people  to  do  a  lot  of  work 
for  him.    He  usually  has  ideas  and  plans  pretty  well  ahead  of  the  resources 
available  to  carry  them  out,    Jim  Crow  will  always  be  short  of  administrativ 
money.     So  the  first  thing  you  know  Jim  will  have  a  lot  of  things  he  will 
be  asking  regional  people  to  start  doj^ng.    They  can  take  on  the  jobs  with-, 
out  asking  for  any  more  people  and  without  any  additional  cost, 

t 

Let  us  look  at  some  of  the  commodity  branches.    Commodity  branches  have  a 
combination  of  responsibilities.    The  Livestock  Sranch,  for  example,  is  ad- 
ministering a  very  wide  variety  of  things.    One  of  them,  the  Packers  and 
Stockyard  Act,  is  xi  good  deal  like  Comiiiodity  Exchange  Branch  functions. 
It  is  highly  specialized  work  in  mr-ny  v;ays.    Still  v/e  ought  to  hejvo  in 
the  regional  office  someone  who  re^.lly  knov/s  tr.u  regulatory  field,  who 
can  mrJce  adjustments  and  who  has  the  ability  t)  assume  responsibilities 
in  this  field,    Harry  Eeed  is  also  always  going  to  bo  short  of  administra- 
tive mon'oy  for  regulatory  v;ork.    The  principal  ci  djlogation  is  very  good 
if  it  can  be  worked  out  in  that  kind  of  case,    I  have  hardly  talked  with 
Harry  about  it^ 

Another  typo  of  program  involves  the  Marketing  Agreements  and  Orders,  The 
Agreements  voJry  a  good  deal  in  nature,    I  do  not  know  yet  how  far  regional 
administrators  will  go  in  supervising  these  c.grccments.    We  do  expect  the  . 
regional  administre.tor  to  exert  leadership  in  this  field,  especially  in 
initiating  sound  programs. 

Some  of  the  best  lea-dor  ship  this  wcrld  gets  is  not  done  by  signing  any 
papers  or  giving  any  pe<rticular  orders.     It  is  obtained  by  .getting  people 
together  rjid  letting  them  seo  what  the  problems  c-re,-    Most  people,  you 
know,  are  pretty  rationcJL  and  can  be  trusted  to  h<;,ve  pretty  good  judgement, 
assuming  that  the  same  general  knowledge  becomes  available  to  them. 

The  job  of  leadership  takes  some  surprising  forms,     I  once  went  through  the 
G-oodrich  plant  at  Akron  and  found  the  vice-president  in  charge  of  produc- 
tion out  in  the  shop  among  the  men.     The  sViop  had  about  5,000- people  with 
a  foreme^n  in  charge,  on  the  average,  of  every  15  or  18.    This  vice-president 
in  charge  of  production  saw  every  one  of  those  foremen  every  day,  -  They 
didn't  come  to  see  him.  .  He  spent  half  of  his  day  going  through  that  plant,.. 
He  put  himself  in  a  position  where  every  single  foreman  had  a  cr^xk  at 
him  every  day.    They  could  never  gripe  thcit  they  couldn't  get  any  atten- 
tion if  they  had  a  breakdown  or  shortage  in  materials    He  did  not  wait 
for  them  to  come  up  to •him.    He  went  out  and  met  them,    Now  that's  one 
type  of  supervisory  leadership.    This  .mcJi  believed  in  the  face-to-face  con- 
tact method.    There  arc  others  v/ho  argue  that  you  should  very  rarely  have 
more  than  6  to  10  people  reporting  to  you.    The  other  day  I  talked  to 
Henry  Kaiser  who  is  quite  osi  executive  and  who  is  receiving  a  good  deal  of 
attention  right  now,    I  asked  him  how  many  reported  to  him,    Never  more 
than  6,    The  6  could  bring  in  others  to  help  them  if  they  wanted  but  he 


lie-'f/eF  has  mors  than  6  reporting  to  him.e"   Having  only  6  ho  can  go- into 
considorahlo' detail  into  a  particular  prohlom.    Ho  doosn' t  do  tmy  running 
around.    I  think  proTsalDly  the  follow  in  Akron  will  livo  longer  than 
Kaisar  "bocauso  ho*s  more  active  cud.  koops  in  good  condition.     I  know  ono' 
thing  -  tho  follow  in  Akron  at  thr.t  timo  had  one  of  the  very  best  records 
in  labor  relations. 

There  you  have  two  kinds  of  approaches  c-.nd  methods  and  there  aro  half 
dozen  others.    People  in  regions  should  look  to  the  regional  administrators 
•for  many  things,  including  help,  guidance, assistance  and  so  on»    The  late 
Mr.-  Silcox,  Chief  of  the  forest  Service  always  used  to  Scy  that  you  should 
always  have  a  man  around  to  "bo  a  weeping  post  and  ho  preferred  that  it 
not  he  the  head  man.    The  weeping  post  is,. as  a  matter  of  fact,  elected, 
though  no  one  knows  about  it.    There  is  always  somebody  that  people  tend 
to  go  to  with  their  gripes,  and  he  is  the  logical  selectee.    I  am  not  • 
i^fgliag  that  regional  administrators  become  weeping  posts,  but  I  certainly 
don't  think  they  should  push  anybody  back  on'lthat,    'vifhen  Silcox  discussed 
the  v/eeping  post  he' was  thinking  more  of  those  situations  in 'which  people  . 
have  very  small  grievances  which  if  not  given  oir  o.nd  ventilation  at  a 
fairly  early  point  begin  to  foster  and  grow  into  all  sorts  of  maladjust- 
ments.   Many  a  good  man  has  been  ruined  by  p.  sorios  of  small  grievances 
which  build  up  in  one  direction  or  anothoro    'Thoro  aro  also  larger  issues""' 
in  which  people  have  to  look  for  somebody  and  thoy  like  a  face- to- face 
relationship.    That  if  ono  of  Itho  strongest  -rguments  I  know  of  for  re-" 
gional  administration. 

I  once  met  a  fellow  in  tho  Weather  Bureau  in  Texas  who  had  never  been  in 
Washington,  he  had  never  gone  to  Now  Orleans,  he  had  boon  up  to  T)allas 
once.    Ho  had  seen  only  one  man  from  Washington  and  that  had  boon  five 
years  before.    His  entire  contact  with  Washington  was  on  the  basis  of 
letters  and  of  course  at  that  time  tho  Weather  Bureau  ran  roughly  45  days' 
behind  in  replying  to  letters  so  he  had  to  go  quite  a  little  while  be- 
tween inspirations.    Of  all  tho  agencies  ..which  were  running  down  hill  fast 
none  quite  ever  held  the  candle  to  thg  Weather  Bureau  and  a  good  deal  of 
tho  difficulty  went  back  to  exactly  that  kind  of  situation.    There  were 
a  lot  of  things  their  scientists  in  Washington  were  digging  out  that  the 
field  men  never  heard  of.    The  field  men  might  read  about  it  in  tho  papers 
but  nobody  "from  the  home  office  had  time  to  inform  them  about  it.  They 
had  an  interesting  hcabit  in  the  Weather  Bureau  at  that  timo  which  has 
since  been  corrected.    They  hcA  a  .very  fine  old  lady  there  in  charge  of 
incoming  mail  directions.    She  always  ro^:d  every  bit  of  mail  imd  put  a 
slip  on  each  piece.    Some  part  might  refor  to  water  and  she  put  it  through 
hydraulics*    Sometimes  she  had  down  as  many  as  35  people  who  should  see^ 
a  letter  but  no  instructions  to  prepare  a  reply.    All  35  studied'  tho 
letter- but  no  one  got  tho  idea  of  making  a  reply.    The' letters- wont  around 
.and  came  back  to  her  and  then  she  had  to  get  somebody  to  finally  dictate' 
a  reply.    The  Weather  Bureau,  is  no  longer  a  part  of . the  Department  and 
has  had  a  complete  rejuvenation. 

Ther^  is  no  magic  to  organization  charts  and  when  you  get  right  dawn  to 
working  anything  out,  there  isn't  any  substitute  for  good  people  and  for 
good  communication  systems.    I  want  to  turn  to  that  communication  system 
a  little  bit  because  we  always  have  a  lot  of  trouble  with  it. 
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Most  education  is  commanication.    Certainly  there  is  decision  making 
and  bW  the  rest  "but  the  main  thing  that  is  jneeded  in  effective  quick 
handling  is  a-  good  communication  system.      The  regional  meetings  I  spoke 
of  -  one  each  month  to  he  held  in  Wa.shington  for  the  next  fev,'  months  - 
are  really  a  part  of  a  temporary  communication  system  which  can  he  supple- 
mented :^nd  improved  upon  as  time  goss  on. 

There  is  another  kind  of  communication  prohlem  that  we  have  here,  ?or 
example,  Mr,  Kunkel  and  Mr,  Alhin  are  going  to  give  you  orders  and  now 
and  then  some  of  lus  in  the  front  office  may  have  some  idea.    There  is 
possibility  of  conflict, 

J'arm  Security  Administration  went  through  all  of  that.    Originally,  they 
set  up  the  Washington  office  with  men  in  charge  of  each  function.  Then 
regional  offices  were,  s ot  up  in  the  same  way.    Each  Washington  man  picked' 
his  man  Friday  for  the  regional  joh  and  "before  long  the  regional  director 
found  thcat  John  Jones  from  Washington  v/as  sending  the  dope  right  out  to 
his  men  Irridays  and  there  were  conflicts.    The  regional  director  thought 
he  might  offer  his  services  as  referee.    Then  it  was  decided  tha.t  ho  ought 
to  run  the  organization. 

V/e  are  going  to  ha-ve  somehody  assigned  to  the  joD  Jherc  of  proventing  con- 
flicting orders  or  instructions.    At  the  very  hegianing  any  regional  man 
having  such  a  conflict  should  report  it  oy  long  dist^mce  within  15  minutes 
after  he  has  discovered  it.     It  sounds  expensive  hut  that  is  what  he  ought 
to  do  at  the  "beginning.    Arthur  Bartlett  is  the  man  to  c?ll.    His  jo"b- 
won*  t  "be  to  tell  Kunkel  or  Albin  what  to  do  hut  to  get  them  together  and 
reconcile  aiiy  differences  they  might  have.     Those  people  arc  pretty  reason- 
ahle.    It  ^s•  a  little  harder  to  get  their,  together  if  you  deal  thrO'igh  their 
subordinates  but  if  you  get  the  head  men  together  it  goes  rjretty  fast. 
Unless  v/c  take  care  of  that  it' looks  like  a  fundamonta.1  difficulty  in  our 
organisation. 

There  are  these  four  things,  then,  that  the  regional  administrator  has  to 
be  responsible  for  iimnediately; 

1.  Leadership; 

2.  Distribution  Branch  functions  in  the  fi^.ld; 

3.  G-et  this  Section  32  business  in  hand; 

4.  Administrative  services  and  personnel  or  business 
management  or  combination  of  same. 

One  or  two  thoughts  on  the  administrative  service  and  personnel,  because 
that  is  a  problem  of  detail  that  you  musn't  get  bogged  down  in.    There  is 
a  lot  of  painful  activity  carried  on  in  the.t  field  with  v/hich  you  should 
not  get  yourselves  tied  up  too  much.    Pi.rst  of  all,  be  sure  you  have  a 
good  man  heading  that  kind  of  work  for  you.    Get  a  man  who  ca.n  get  stuff 
moved  and  who  isn't  going  to  be  a  fuss  budget  about  it.    He  shouldn't  be 
careless*     I  think  th.it  you  ought  to  remember  that  you  have   a  service 
function  for  others  because  there  are  certain  areas  in  which  you  h-ave  no 
direct  responsibility,     I  don't  think  you  should  be  hiring  people  or  pro- 
moting them,  particularly  people  above  a  certain  grade,  without  consulting 
the  Washington  Branch  or  Division  head  first.    If  he  says  no,  you  ought 
to  stop.     If  you  think  that  is  seriously  v/rong,  you  ca,n  apx^eal. 
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VJh.en.  it  conios  to  personnel  actions,  v/e  are  lia.iitecl  to  some  extent  in 
delegations  13^  requirement  s  ■  of  the  Office  of  PersonnGl.     Everything  that 
the  Office  of  Personnel  v:ill  permit  us  to  redelegate  we  g.rc  going  to  ro- 
delegate,  v.dth  the  understanding  that  \\hc?i  it  comes  to  key  'positions  or 
anything  like  that  you  cons^ilt  the  right  man  or  see  that  your  proper  suh- 
ordinate  consults  him. 

On  space,  let  us  try  to  get  the  A«M.A.  activities  together  in  a  town  or 
city 'where  the  regional  headquarters  may  he,  as  much  a,s  possicle,  hut  let's 
not    get  too  insistent  upon  this.     You  cannot  hring  cattle  dovai  to  the  city 
hall.     In  other  words,  there  are  some  lines  of  "activity  on  which  our  m.en 
will  have  to  stay  close  to  their  work, 

I  wr.nt  to  mention  our  rela.t ionships  with  and  to  the  State  Wrr  Boards,  Ex- 
tension Service  and  State  Departments  of  ^riculturc.     Our  policy  is  to 
work  with  them,  al^-'ays.     It  is  our  policy  not  to  oe  out  fighting  on  juris-- 
dictional  or  other  grounds,  "but  to  do  vzliatevcr  we  can  to  e::pedite  the  work, 
2hcrc  isrJt  any  reason  v.hy  we  shouldn't  have  good  relationship  i/ith  "both 
the  Sxtonsion  Bervice  and  the  State  Boards  and  Departments,  although  it 
isn't  too  e-o.sy  in  som.o  cases,  ••  , 

As  for  the  State  War  Boards,   in  sotting  them  up  the  Secretary,  v-as  looking 
for  a  way    wherehy  he  could  get  something  done  c^iiclily  out  in  th.^  field, 
Ke  could  have  set  iro  a  completely  new  organization  "but  the  money  v-as  :iot 
availahle.     He  could  have  t-irned  the  jo'o  over  to  the  Sxtension  Service  in 
some  States  and  in  some  States  not.     The  A.A.A,   did  have_  an  orr^anizat ion 
and,  -^irohahly  more  im:"ortant  there  vre  ^  a  v;ay  of  t^poing  their  rathnr  a'imle 
funds  to  carry  on  a  good  deal  of  the  aoministrative  work.     So  State  A, A,A, 
Chairmen  c'-nd  coiinty  ChairFiOn  T^ere  asked  to  serve  as  heads  of  State  and 
County  War  Boards,     The  Boards  have  Deen  carrying  on  a  great  deal  of  ^"ork. 
In  some  pj,aces  we  have  been  we'iicly  re^jresent ed.     Mo  hove  put  qpite  a  few 
milk  administrators  viio  are  good  fellows  and  well  informed  ahout  milk 
"but  vjho  do  not  have  current  ex^^osures  to  mary  other  pro"blems.     The  'far 
Board-  activity'  is  c^n  im.portant  part  o.f  your  responsihility.     Let  m.e  ^loint 
out  an  e:cperience  that  Toiu  Stitts  and.  I  had  on  cheese.     In  Wisconsin,  d,ur- 
ing  I-iay,  June  and  early  July,  they  h-ceine  ver^^  much  excited  that  they 
were  overproducing  cheese  and  that  the  storage  facilities  \-^ere  f^ill.  We, 
from  a  standpoint  of  public  reletions,  v;ere  getting  an  •'unnecessary  hlack 
eye,     The  whole  thing  ledi  to  a  r.eeting  which  Tom  and.  I  attended-  with  the 
State  War  Board  people.     We  gave  them  as  corgolete  andi  frah-i  a  "b.ackgro^uid 
of  the  ■i\hole  situe.tion  as  po ssihle.     Prom  everything  that  I  could  figure 
out  they  v^erc  alarmed  hecause  they  didn't  have  current  information.  They 
didn't  understand  that  wo  i-cre  going  to  ship  our  cheese  later  on  in  the 
year.     They  didn't  know  that  v-e  ^;ere  -^"oing  to  trke  stees  to  dr:al  vdth  the 
numher  2  cheese  j^rohlem.     I  don'f;  xnow  that  yc  can  keep  you  100^  informed; 
v/e  v'ill  never  "oe  perfect  in  commiunicat ion.     Great  distances  separate  us; 
you  will  he  husy  and-       will  hn  husy,     Wc  ^dll  have  the  same  gripe  ahout 
you  that  2'ou  are  not  keejing  us  informed. 

The  m.atter  of  relationship  to  State  War  Boards  is  extremely  impt)rtant,  I 
thixk  you  ought  to  have  an  assistant  on  your  staff  is  assigned,  the  joh 

of  folio v.dng  up  on  this  State  "'.Jar  Board,  assignvicnt  -  not  a  fellovj  who  just 
attendis  meetings  and' listens,  hut  a  fellow  who  can  go 'out  and  give  encour  - 
agement. 
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One  more  thing  I  want  to  mention  -  decentralization  of  inspection  work. 
That  is  pretty  difficult  to  decentr:.lize  -  still,  not  inpossilDle.  Wash- 
ington certainly  is  going  to  have  to  take  final  responsilDility  for  ^stand- 
ards and  for  getting  money,  although  there  might  he  some  help  on  that  once 
in  a  while.    That  is  another  story  ;.nd  another  time.    A  lot  of  consider- 
ation has  "been  given  many  times  to  the  poGsihility  of  making  many  of  the 
inspectors  more  versatile.    That  is  the  ■bu3ines3  for  the  Commodity  Brcjiches 
to  work  and  deal  with. 

You  ought  to  zs-lze  a  little  recess.     Then  let's  come  "back  and  start  having 
questions. 
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Halph  W.  Olmstead,  Acsistant  Admini strator 


You  can  sec  .  hero  a  set  of  maps,  one  for  each,  region,    "//hat  has  "been  attempted 
is  to  show  you  in  geographical  form  what  you  are  inheriting  in  the  nature  of 
a  regional  outline  of  the  territory  covered,  with  indications  on  the  map  as 
to  v;hcre  each  office  is  located.     Tiiko,  for  exajirplOs  this  one  of  the  l\iorth-- 
east  Region.    The  map  indicates  every  point  v/here  an  office  is  located. 
Like  everything  else  done  at  staff  level,  this  map  v/as  draivn  from  information 
available  here.    Consequently,  it  has  some  mistni^es  on  it;  I  don't  knov/  'Aieit 
the  mistakes  are  "but  I  just  assume  it  has  some  mistakes  on  it;  "but  whether 
these  offices  are  properly  located  or  not,  they'll  at  least  provide  you  with 
a  clue.     I  am  sure  that  if  you  go  to  the  point  indicated  on  the  map  where  an 
office  is  located,  you  will  find  that  at  least  sometime  in  the  last  fifteen 
or  twenty  years  there  has  heen  an  office  there,  and  no  douht  through  the 
post  office  you  can  find  'where  it  is  nov/  located. 

There  is  considerahlc  disparity  among  the  Regions.     I  should  like  to  deal 
first  v/ith  the  statistical  matters  of  personnel.     In  the  Northeast  Region, 
as  it  is  known,  v;e  have  1,350  employees.    Broken  dov;n  in  the  various  "branches 
and  divisions,  there  are J 

191  in  S'ruits  and  Vegetable  Branch 
74  in  Dairy  o.nd  Poultry 

410  in  the  Distrihution  Branch 

76  in  G-rain,  loedi  and  Seed 
116  in  Livestock 

108  in  the  Investigation  Division 
4  in  the  H.rkcting  Re-ports  Division 

192  in  the  Purchrse  Branch 

19  in  the  Administrative  Services 
•    51  in  Audit,  and 

31  in  Budget  and  Accounting. 

Those  people,  as  your  map  will  indicate,  are  pretty  well  scattered  over  the 
entire  area,  with  tv/o  big  concentration  points  at  Philadelphia  and  Nov;  York 
City.    As  the  Administrator's  memorandum  has  indicated,  one  of  the  first 
things  the  Regional  Administrator  in  that  Region  will  want  to  do  is  to  find 
out  what  he  has.    I  often  times  find,  that,  as  I  walk  down  the  he.ll  hero  in 
the  South  Building,  particularly  on  another  floor,  I  get  into  strange  and 
unfamiliar  territory.     I  see  things  that  surprise  me.     I  see  assets  of  4MA 
that  one  would  never  suspect  unless  he  visited  them,  and  the  same  is 
probably  true  of  you  and  your  regions.    Nov:,  I  don't  expect  you  will  want 
me  to  indicate  the  number    of  people  in  each  br^mch  and  service  division 
in  each  of  the  Regions.     That  is  easy  enough  to  find,  but  operating. on  the 
basis  of  totals  ~ 

The  Southern  Region  has  676  people  at  the  present  time 
»     South  Western  "674 
"    Mountain  "    120  • 

"  Pacific  .  .  "  806 
"    Mid  Western  "  648 

"    Great  L^ikes  "1,208  . 


One  of  the  first  things  that  impresses  us  is  that  -  on  the  face  of  it  - 
something  is  wrong  with  the  Eegionalization.     ^f  you  have  as  many  as  1,350 
people  in  one  Region  and  120  in  another,  that  does  not  indicate  a  very  good 
distritiihion  of  personnel  or  function.     I  suspect  that  as  you  "become  familiar 
with  your  functions,  you  v/ill  find  that  a  good  many  of  these  806  people  from 
San  Francisco  and  surrounding  parts  are  doing  "l:)usiness  in  the  Rocky  Mountain 
■States.    T'hey  may  "be,  they  may  not,  hut  chances  are  they  sometimes  are. 
Chances  are  that,  the  Mountain. Region  is  understaffed;  che„nces  are  some  of  the 
other  Regions  are  overstaffed.    There  is  no  way  to  divide  the  country  into 
seven  regions  so  that  you  get  exact  uniformity,  any  more  than  you  can  select 
seven  states  where  you  get  complete  uniformity.    On  that  point,  I  should 
like  to  mention  the  fact  that  the  State  of  New  "i"ork  has  lO^o  of  the  population 
and  has  heen  receiving  slightly  over  14f/o  of  the  funds,  the  funds  available, 
I  mean,  under  the  Distribution  Branch  Progrcjii.    That  indicates,  perhaps, 
that  v/e  have  proceeded  a  little  "bit  on  the  old  theory  that  the  rich  get  the 
"gravy"  and  so  on.    A  more  plausible  reason  is  -  New  York  is  vocal.    That  is 
|>robably  why  Now  York  has  gotten  as  much  as  it  has  -  it  makes  its  views 
known.         ■      ■  ' 

Now,  if  I  may,  X  should  like  to  indicate  a  little  of  the  theory  of  this 
organizr.tion,  a  theory  v/hich  may  be  tossed  out  the  v/indow  at  a,ny  time,  but 
it  is  a  theory  on  which  some  of  us  have  preceded.    Oporp.tions  in  a  demo- 
cratic government  are  somewiiat  influenced,  a-,nd  to  some  extent,  directed  by 
pressure  -  pressure  from  pressure  groups.     There  are  a  good  many  organizations 
in  the  Eepc.rtinent  and  elsewhere  who  have  tried  to  elim.inate  that.    They  have 
said,  "¥e  are  going  to  pay  no  attention  whatever  to  pressure"  but  they  do. 
This  organization  of  the  Ai-'IA,  the  J'ield  part  of  it,  cannot  be  separated 
from  the  Washington  part.     It  recognizes  that  we  deal  with  the  public  and 
the  public  is  pretty  vocal;  and  the  x-^iiblic  is  going  to  make  demands;  and 
that  is  recognized  as  pressure.    Vife  have  a  series  of  Commodity  Branches, 
Those  Commodity  Branches  have  the  responsibility  for  knov/ing  everything 
there  is  to  know  (with  one  or  two  minor  exceptions)  about  the  commodities 
they  are  handling.     They  are,  in  a  sense,,  on  AM*  s  Pressure  G-roup,  commodity 
pressure  group.    But,  they  donH  'do  the  purchasing,  they  donH  do  the 
distribution.    V/e  have  a.  Purchase  Branch  and  a  Distribution  Branch  which  have 
special  interests  o.nd  they  sometimes  might  be  suspected  of  applying  func- 
tional pressure.    To  cite  only  two  examples  it  is  not  efficient  to  buy  in 
less  than  carload,  lots.    Prom  the  standpoint  of  distribution,  it  is  not 
efficient  at  the  present  time  . to  buy  only  surpluses  because  it  does  not  maJk© 
a  good  school  lunch,  a  balanced  diet  for  the  .recipients  of  relief.  To 
teJce  a  specific  example,  we  often  times  find  that  in  the  case  of  a  commodity 
such  as  eggs,  that  there  must  be  -a  compromdse  somev/here  between  the  Purcha.so 
agency  as  a  branch  of  operation,  and  the  necessity  of  handling  the  commodity 
as  reflected  by  the  Dairy  and  Poultry  Branch.     I  don' t  suppose  it  is  just- 
ified,- in  a  marrow  sense,  to  buy  less  tha:a  in  carload  lots,  but  AMA  is 
buying  in  lots  of  ten  cases  of  eggs  in  the  South.     Tha.t  represents,  a 
compromise  betv/een  the  functional  interest  as  represented  by  the  Purchase  ■ 
Branch  and  the  Commodity  interest  as  represented  by  the  Dairy  and  Poultry 
Brr.nchj»    All  over  the  lot  programs  represent  that  kind  of  compromise. 

Now,  we  go  to  the  Pield,  aaid  set  up  a,  series  of  regions.     On  the  West 
Coast,  a  very  i.^rge  proportion  of  the  Dried  ii'ruit  specialty  crop  of  the 
United  States  is  concentrated,     v/hether  those  people  should  be  left  to 
exercise  whr.tevor  interests  t-hey  can  exercise  through  the  heads  of  the 
Commodity  Branches  and  through  the  heads  of  Puncticnal  Brcinches,  or 


whether  they  should  he  frankly  recognized  as  a  region  of  the  United  States 
with  roughly  paralleled  interests  rejpresents  a  fairly  good  prohlem  in  the 
Administration.     I  think  and  I  know  there  c.re  some  of  you  who  agree  that 
Mr,  Clevenger  out  on  the  West  Coast  v;ill  "become  in  time  the  spokesman  for 
that  set  of  interests  on  the  'vest  Coast  who  constitute  si  pretty  important 
part  of  the  American  'Pul^lic.     Clevenger  is  a  man  of  level  head  and  careful 
thought,  hut  even  so,  he  might  sometime,  under  the  pressure  of  work,   tend  to 
over-em.phasize  some  of  the  prohlems  cut  there.     If  so,  he  will  he  diluted, 
slightly  at  ler'st,  by  the  Purchase  Br^jich,  or  hy  the  Distrihution  Branch 
and  the  Coimnodity  Branch  affected.     That  general  theory  of  organization-, 
to  my  mind,  is  that  all  the  activities  of         which  merit  it  v/ill  he 
channeled  up  to  the  Administrator  in  such  a  way  thiit  he  gets  a  balance. 
He  gets  a  balance  which  represents  geography  -  politics  -  economics;  and 
if  he  gets  a  balanced  consideration  reaching  him,  then  the  determination- 
of  policy  is  oifocted  by  one  factor  only.    That  is  the  Administrator's 
good  judgment.    And  I  thin.k  thoit  is  the  aim  of  good  organisation.     In  these 
Regions,  you  will  find,  I  -think,  that  there  is  not  a  complete  concentration 
of  a  ccmiaodity  or  interest  in  a.ny  one  Region.     In  other  words,   the  Admini- 
strator of  'oho  Southern  Region,  •  is  not  going  to  be  the  only  follow  con- 
cerned with  cotton.     There  is  some  ccttcm  elsewhere.     There  is  some  in  the 
Soutnwest  and  the  Pacific  Region,    By  v/ay  of  contrast,  and  without  a 
se^ise  of  criticism,  2'^ou  will  find  in-  other  Federal  Org..nii:;c...tions  a  single 
region  dominated  by  a  single  commodity.     It  concontrcites  a  little  too 
much  in  one  plc.ce.     It  then  becomes  a  question  of  whether  the  Administration 
directs  the  Region  or  whether  the  Region  direccs  the  over-all  Administrationo 
That  is  one  of  the  problems  that  I  thinlc  has  been  avoided  in  the  AI'-IA, 

The  Ad.ministrator '  s  i-iemorandum  indicated  what  f^unctions  would  and  what  func- 
tions v/ould  noi;,   immediately  be  regionalized.    All  functions  don't  exist 
in  all  regions.    One  of  the  commodity  branches  of  the  a¥A  is  Tobacco  - 
another  is  'Jetton.    Vv'e  v/ould  have  trouble  putting  cotton  people  in  the  Mid 
West  States,    At  least  there  will  be  none  there  to  start  with.     Some  of  the 
other  functions  lil^e  Hilk  in  the  Northeast,  will  not  be  paralleled  in  other 
regions,  at  least  not-  in  quantity.     i  think  we  have  Marketing  Agreements 
on  milk  in  a  great  many  places,  in  the  country.    At  lea.st  somebody  told 
me  that;  I  have  never  hee.rd  anything  about  milk  exceyjt  from  iNfew  York.  The 
Regional  Man  who  goes  to  Hew  York  City  is  going  to  become  immediately 
and  intensively,  and  v/ith  some  anguish,  aware  of  the  Milk  Marketing  Agree- 
Eients,  .  . 

Milk  Marketing  Agreements  are  handled  at  the  present  time  by  the  Dairy 
and  Poultry  Branch  of  the  aILA.  through  Milk  Marketing  Administrators  who 
are  appointed  by  the  Administrator  p.nd  supervised  by  the  Dairy  and  Poultty 
Branch,    Under  this  mem.orandum,  they  will  continue  to  operate  this  way 
for  the  time  being.     It  may  eventually  bo  desiraible  to  put  all  Marketing 
Administrators  of  milk,  say,-  in  the  Northeast,  under  the  Regional  Admini- 
strator for  that  area.     Maybe,  I  am  not  sure. 

Then  you  have  another  kind  of  Marketing  Agreement  with  v/hich  I  am  sure 
l4r,  Glevongor  has  become  thoroughly  familiar  -  Fruits  and  Vegetables, 
They  are  handled  somewhat  differently.    They  are  proceeding  on  the  theory 
that  the  G-pverninoiit  is  lending  them,  the  power  to  regulate  themselves.  But 
once  having  commanded  power,  they  want  to  keep  it,  then  return  it  when  they 
ar^  through  v/ith  it.     It  may  be  eventually  that  the  Pacific  Region  can 
shov;  a  great  justification  for  concentrating  pox^rer  over  fruit  and  vegetable 


Marketing  Agreements  in  the  Regional  Administrator.    We  don't  know.    That  is 
something  to  "be  developed. 

The  Commodity  Exchange  Branch  in  its  entirety  does  not  meet  the  Reg  iooal  Organization 
pattern.    But  .just  the  same,  those  functions  performed  in  market  centers  tend 
to  spread  their  effect  throughout  the  entire  country.    The  regulations  of 
packers  in  stock  yards  and  the  Marketing  Agreements  on  milk  are  sufficiently 
close  together  to  warrant  every  organizational  effort  to  integrate  them  into 
one  big  Marketing  Program  which  has  for  its  ohjecfcive  the  proper  handling 
of  farm  commodities  from  the  time  they  leave  the  farm  until  thoy  roach  the 
ultimnto  consuraors. 

I  think  roprosentod  hero  aro  practically  all  of  the  divisions.    AMA  has  a  set 

of  Service  Divisions  -  ^ 

Budget  &  Accounting  -  W.  B.  Robertson,  Chief 

Audit  -  D.  J.  Harrill  t^- 

Marketing  Reports      -  A.  G.  Bartlott 
Personnel  -  headed  by  P.  C.  McMillon 

Invostigiitions  -  W.  H.  Dugan 

Administrative  Services  -  5".  J.  Hughes 

Consumer' s  Council  Division  -  Don  Montgomery  ^ 

One  of  the  first  things  we  are  going  to  try  to  do  in  these  regions  is  to 

decentralize  the  handling  of  Administrative  functions  completely;  and  if 

you  will  indulge  me  just  one  more  comiaentj  bordering  on  the  philosophical  - 

whether  or  not  the  handling  of  Personnel,  of  Budget  <^  Accounting,  or 

Administrative  Services  or  Investigation  is  decentralized  or  "not  depends 

entirely  on  a-titude.     It  does  not  matter  how  many  people  wo  put  in  3a.n 

Prancisco  vrho  process  papers,  or  who  shuffle  accounts,  we  are  not  really 

going  to  be  successful  in  decentralizing  unless  v/e  have  a  decentralization 

attitude  here.    That  attitude  can  probc.bly  best  be  described  by  the 

parallel  of  the  courts*    I  read  somewhere  in  the  dusty  tome  when  I  v;as 

going  to  law  school  that  one  of  the  earliest  problems  the  courts  had  was 

to  figure  out  a  procedure  to  get  someone  to  move.    Plaintiff  would  come 

in  to  say  the  defendant  did  something  and  the  defendant  would  come  in  and 

say  he  did  not.    VJhat  did  they  do  then?    Well,  originally  they  put  them  in 

the  lists  and  had  them  fight  it  out*    T'hen  they  started  taking  evidence 

'vvhich  v;e  call  the  burden  of  proof.    That  is  precisely  what  v;e  have  in 

Administrative  Services  or  Personnel  or  Budget  &  Accounting,    The  burden  of 

proof  is  really  the  burden  of  proceeding;  somebody's  got  to  move.    It  is 

the  defendant's  novo  or  the  plaintiff's  move.  » 

Now,  in  the  past,  I  have  seen  an  attitude  in  the  handling  of  personnel 
and  similar  actions,  the  nature  of  vjhich  was  the  man  in  the  field,  operating 
either  through  or  for  the  responsible  field  official  would  propose  and  when 
it  reached  the  thin  air  of  the  staff  division  in  Washington,  it  was  looked 
upon  as  wrong  until  it  was  proven  right.    One  of  the  first  things  we  aro 
going  to  try  to  do  in  AMA  is  to  reverse  this,  that  is  to  say,  the  Regional 
Administrator,     operating  through  his  Personnel  Officer,  will  make  a 
recommendation.    That  recommendation  ought  to  bo  right  unless  it  can  be 
proven  wrong*    That  ought  to  be  the  case  ~  I  think  it  will  be  the  case  - 
because  I  am  sure  that  the  heads  of  our  service  divisions  want  it  to  be  the 
case.    But  the  action  -  now  -  is  going  to  be  up  to  you.     It  is  not  going  to 
be  up  to  somebody  back  here  to  look  at  a  paper  record,  the  completeness  of 
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WILLIAI^i  CARSON  (PERSOFa^L  -niVISION) :    I  think  the  plan  is  certainly  wol- 
como  "so  far' f.s  .porsohnol  in  Washington  is  cohccrno'?,,  'It  v;ill  allow  in 
Washington  more  timo  to  "give  attoiition  'to  things  v;hich  are  dotorminod 
outside  tho  Bureau,  in  the  v;ay  of  personnel  admixiist ration  such  as  over-all  .'. 
policies;  there  ."re  other  places  where  personnel  policy  generally  is  "be-- 
ing  shaped.     It  should  give  as  a  chvance  to  devote  more  attention  to  get- 
ting things  fully  explained;  to  work  with  the  field  hut  to  let^  the  field 
do  the  actual  Operr.tions. '  '- 

MR  .BAHI'LSTT;  .  Well,  the  field  information  has:  not  only  "been  decentralized,  . 
it  has  gone  off  in.  all  directions  in  the  pas.t,  and  I  think  this  would,  he  a  ^ 
great  inrprovement 

*^  OLMSTilAI):    Mr.  Otie  Reed  has  "been  head  for  some  weeks  of  the  Program  Appraisal 

Division.    -Mr.  Reed  and  his  associates  here,  aare  the  fellows  who  look  v;ith  .. 
a  jcvontered  eye  upon  tho  program,  and  tell  you  that  you  are  or  are  not     .  . 
^  serving  the  puclic  interest.    Ee  is  the  only  mi?ja  in  the  place  who  alv/ays 

looks  hack,  no  one  else  ever  looks  hack.    We  set  cut  to- do  something  v/hich.v/e 
thought  at  the  time  x^as  a  good  idea,  and  sometime  later  on  Mr.  Reed  is  go- 
ing to  come  along  and  say  i-jiiat  he  thinks.    Do  you  care  to  comnent  on  it? 

^  i4R.  REED:     I  don't  h- vc  much  to  say  at  the  present  time  hut  I       trying  to 

find  out  really  what  vv'c  could  do  in  the  Program  Appraisal  Division.  We 
would  like  to  point  out  that  the  ivord  is.  "Appraise",  cjid  not  particularly.  . 
"Praise". 

PRED-HUG-HES  (ADMINISTR^iTI vE  SERVICES):     I  fool  this  wa^^  ahout  decentralization 
we  can  he  most  effective  if  we  get  the  most  paper  work  out  of  Washington. 
Administrative  Services  has  done- much  along  th^.t  line.     If:we  can  ^et  the 
right  kind  of  man  in  the  Field  v;hG  can  tDJke  the  authority,  a  lot  can  he 
h-\ndled  much  more  quickly  in  the  Picld  than  it  can  bo  here..    We  crji  cut 
down  quite  a  hit  on  the  delay  of  getting  necessary  eqjiipment,  which  I 
very  much  favor,  and  I  have  received  thorough  cooperation  from  the 
different  Regions. 

OLMSTEAD:     There  is  one  Ser^/ice  function  with  respect  to  this  and  other 
r-gencies  which  outgrew  us.     That  is  the  function  of  keepin.g  out  of  jail, 
that  is,  staying  within  th.:  lav:.     That  function  is  performed  on  a  Depart- 
mcnt.al  hasis  hy  the  3Glicitor*s  Office.    A  certain  segment  of  the  oolicitor*  s 
Office  handles  the  legal  work  of  .'il-Li.     I  would  like  to  m:-Jie  sure  that  you 
all  meet  and  hear  a  few  remarks  hy  Mr.  -ishley  Sellers. 

^  .aSHLEY  SELLERS:     I  think  that  I  would  much  prefer  to  come  heforc  you- 

a  little  later  on  in  tho  v/oek.-  '  My  purpose  of  heing  here,  v/hich  I  hope-  to 
do  often  in  the  next  two  or  three  days,  is  to  le.-irn  as  much  as  i  can  of 
v/hat  this  decentralisation  merjis  in  terms  of  hov;  v:e  con  most  effectively 
serve  you.     I  will  speak  of  that  on  Eri^^ay. 

OLMSTIItD:     In  discussing  a  matter  of  service  functions,  reference  has  been 
made  to  uniformityi    Uniformity  does  not  just  liD.-grp'^n*    V/e  have  a  proposal- 
which  has  €'-lready  been  advanced  to  sever.^l  of  you  which  I  should  like  to 
advance  to  all  of  you  -  thac-  there  are  here  in  ."J^Ia  severcal  young  men  who 
worked  fcrmerly  in  the  Office  of  t'ersonnel  rzA  cn  the  organizationeol  and 
management  problems.     They  have  made  o.  study  of  the  organization; ■ they 
have  come  to  know  how_  to  perform  advisory  org^-nizat-ional  work  as  a  service.  . 
I  should  like  to  say  at  this  time  that  that  unit,  headed  by  Jimmy  Eoofnaglo  ~ 
has  ever  since  last  fall      had  considerable  activity  in  orgr'jaizing  work  of 
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Ay^k  here  in  Washington*         is  now  propossd  and  has  iDeeh  approved  a's'  fai*.  as 
AiM.  is  concerned  that  i^fhen  yoa  Hegional  Administrators  ; go  to  BegionS  we 
will  make  available  to  each  of  you  a  couple  of  these  men  if  you.  want  them. 
Their  joh  will  he  to  help  you  organize  your  Regional  Office.    Do  you  have 
any  comment  oh  that,  Jimmy?  '■  '  - 

MR.  HOOMA&LE:    Practically  everyhody  in  the  orgaiusa:tion  unit  has  "been  with 
us  since  AM  v/as  organized  out  of  three  former  agencies.'  '  Most  of  the  fellows 
know  the,  Washington  organization  very  well-  cuid  should  "be  able  to  make'  a  con- 
tributi'on  to,  regional  organization,     I  think  the  information,  ■  ox'peri'ence' and 
problems  set  in  working  on  the  V/ashington  organizations  will  enable  us  to 
assist  the  regional  Administrators^  pattern  of  organization. 

HAERILL;     If  the  v;crk  of  the  Service  Division  breaks  dov;n  in  the  Regional 
Office,  v/hose  responsibility  is  it? 

QLMSTHaD:.  -The  Regional  Administrators^. 

HARRILL:    Does  the  Chief  in  Washington  have  any  r esponsibility  in  that  di~ 
rection? 

OLMSTEAD;     Sure,     The  Regional  Chief  has  practically  the  same  responsibility 
in  that  Division  that  Charles  Kunkel  will  hr.ve  in  distribution..    If  Dis-.  : . 
tribution  brec^ics  down  in  the  Pacific  Region,  v;ho  is  responsible?    Well,  Mr.  • 
Clevenger  first,  Mr»  Kunkel  second  end  the  Administrator  third.     I  prefer 
to  look  at  it  as  p.  concurrent  responsibility  of  the  whole  bunch  of  them. 

MR  HUG-HES:    We  will  locate  one  in  .Chicago,  one  in  San  S^r^.^ncisco,  one  at 
Hev/  York,  and  one  at  Dallas,  but  it  is  xDOSsiblo  that  as  soon  as  we  get 
some  further  developments  that  v/e  will  want  to  locate  some  more. 

COL,  PALMER:  'Where  will  we  be  supplied  from?  •  . 

MR.  BUG-HES:    Probably  Atlanta  will  bo  supplied  from  two  points.    We  are 
working  on  that-  right  now,  that  is,  on  th.:.  shii^ping  end  of  it,  and  the" 
rates.     The  men  are  working  on  it  right  now  to  sec  whore' wo  can  handle  it 
best. 

CAPT.  OLMSTEAD:     In  the  case  of  Service  activities,  therefore,  it  is  im- 
portant that  they  first  of  all  b  c  a.ecentralizod  and  placed  under  the  Region- 
al Administrator.    With  respect  to  functional  activities  of  AI'^lh.,.it  is  a  ... 
somewhat  different  situation.    We  have  some  activities  th.,t  are  closely 
related  to  the  Regional  Administrators  -  thoy  arc  living  under  the  s^ime 
roof.    There  are  others  i/hich  are  more  distantly  related  and  there  .are 
still  others  v/h-ich  probably  are  not  even  na,turalized  in  terms  of  region- 
alization  as  yet.    Tipcat  is  a  problem  v/hich  is  going  to  tcice  some  time,  as 
the  administrator  told  you  earlier  in  his  draft  memorandum.     Certain  activ- 
ities will  be  Regionalized.  ■  Other  activities  wil.l  not-  immediately  be  Region- 
alized -  some  may  never  bo  Regional. ized.  "The  major  part  of  it  probably 
will,  if  you  ha\'o  the  iidminic- trative  devices  v/ith  which  to  v/old  the.  region. 
.'11  the  personnel  in  the  iiegion  will  be  handled, by  tho  Regiona.1  Personnel 
^  Jficer,     It  does  not  mcJie  any  difference' whether  the  control  of  this  ... 
personnel  has  been- decentralized  or  not.    Let  us,-  for  e:scimpie,.  say  that  Mr.  • 
Gage  has.  some  inspectors*    Do  ycu  iitive  some  inspectors?  .   .  ' 


G-AGS:    Yes,     It  appears  that  most  of  our  activities  are  confined  to  the 
area  v/hich  includes  Kentucky,  Tennessee,  and  so  on.    We  have  one  inspec- 
tion operation  that  lasts  about  two  and  a  half  months  -  out  in  Northwest 
Missouri,    We  v/ant  it  out  there.    V«^e  have  one  or  tv/o  little  inspection 
jobs  across  the  Ohio  River  in  Ohio  and  Indiana. 

0M3TEAD;    That  is  a  very  good  case.     This  group  of  people,  probably  on 
a  functional  basis,  will  be  reporting  as  they  do  nov;,  to  the  Chief  of 
the  Branch  here  in  Washington  -  for  a  v/hile  any^vay  -  I  donH  know  how 
long.    The  question  might  then  logically  arise  vrhen  one  of  these  men  is 
to  be  promoted  -  who  hsjidles  the  action?    In  ths.t  case  the  personnel 
officer  in  that  region  will  handle  the  auction. 

The  only  thing  the  Personnel  0ixi6e  does  with  respect  to  personnel  aside 
from  the  physical  handling  of  papers  is  to  establish  uniform  standards. 
It  may  be  that  the  supervisor  of  these  Tobacco  Inspectors  will  want  to 
promote  the  whole  bunch  of  them.     It  may  be  that  for  "budgetary,  or  Civil 
Service  or  other  reasons  they  cannot  all  be  promoted.    P.ecommendation  v;ill 
come  from  the  supervisor. 

One  major  segment  of  this  morning's  discussion  is  to,  in  terms  of  organi- 
zation, run  through  the  Administration  very  b!?icfly  to  indicate  v/hat  can 
and  v;hat  cannot  be  done.    To  give  you  a,  very  brief  exposure  to  the  Srt.nch 
problem,  I  v/ould  like  to  start  ^^ith  Charles  Xuiiliel  because  he  is  very  much 
decentralized. 

KUiOCEL;  I  would  say  our  functions  are  now  entirely  decentralized.  They'll 
just  have  to  be  £„djusted  to  the  seven  regions  instea-d  of  four. 

OLMSTSAD:    There  won't  be  cnj  problem  with  regard  to  Distribution.  !<ir. 
Albin  had  to  leave.    Do  you  v;ant  to  comment  on  Purchase,  Mr.  Peytori^ 

l^IR.  PEITON:    Only  the  purchases  under  Section  32  will  be  decentralized, 
and  already  are.    Lend-Lease  will  still  be  handled  here. 

OLMSTSAD:     There  are  some  other  Branches  that  do  not  specialize  in  com- 
modities, such  as  Commodity  Sxchange  Branch.    Well,  Mr.  Mehl? 

M.  MEHL:    On  the  q_usstion  of  decentralisation  -  there  is  no  room  in  my 
mind  for  argument.     I  am  thinking  of  the  actualities  of  work,  and  in  our 
case,  it  is  something  more  than  a  theory.     I  felt  for  a  long  time  ths^t 
the  extent  of  v/ork,  spa^de  work  really,  should  "be  done  as  closely  to  its 
source  as  possible,  so  for  the  past  two  years  we  hcive  been  pus'ning  to 
the  field  a  lot  of  work  that  was  done  formerly  in  Washington,  such  as 
handling  of  reports,  I  feel  that  the  Washington  functions  of  Bureaus 
^.nd  Branches  should  be  devoted  to  policy  Eialving  and  program  development, 
^'"hile  theoretically  the  heads  of  branches  could  get  av-ay  from  personnel 
natters,  they  do  add  up  enormously  in  the  end.     In  fact,  it  is  almost  im- 
possible to  get  away  from  them,  but  we  have  made  a  start  in  that  direction. 
Vse  h&YG  been  a:. led  by  Congress  to  some  extent  -  in  reduction  of  appro- 
priation -  but  nevertheless,  it  has  been  according  to  plan.    We  did  not 
v7ant  to  make  a  definite  commitment  about  everything  that  is  being  done 
in  the  Commodity  Exchange  Branch  to  be  set  into  t"ne  Regional  scheme  of 
organization,  but  I  will  say  at  this  time  that  I  think  it  v:ill  fit  in 
very  well. 


OLMS'lEADl  Transportatioa  and  v/'arehousing  is  the  other  Branch  that  does  not- 
specialize  in  commodities,    i^.  Crow* 


MR.  CROW:    We  have  transportation  work  in  the  Branch  -  hut  it  does  not  ."break 
dov7n  into  Regional  offices,    Warehouse  v/ork  is  "broken  down  into  nine  field 
offices.     It  is  an  interesting  thing  a'bout  those,     'That  is,  that  we  have 
ahout  three  or  four  of  our  I'ield  Offices  in  one  of  these  Regions,    The  " 
Pield  Offices  in  the 'area  depend  on  the  volume  of  business  that  we  have  to 
do  in  the  particular  areas. 

The  other  thing  X  want  to  emphasize  if  this.    As  far  as' the  housekeeping 
functions  are  concerned,  I  don't  care  how  mar^^  of  them  are  dumped  in  the 
Regional  Administrator's  lap.    If  they  are  a'ble  to  handle  it  or  not  in  a. 
Regionalisod  way  in  V/ashington  does  not  concern  me.    The  thing  that  I  am 
interested  in  getting  out  of  the  Regions  is  some  ana/lysis  of  tra,nspcrtation 
and  storage  and  market  facilities  problems  in  the  Regions,  to  know  v;hethor. 
the  progrfim  that  v;e  have  fills  the  "bill.     If  it  does  not  fill  the  "bill,  I 
want  to  find  out  what  is  wrong  with  it,  jind  how  we  can  do  a  "bettor  jo"b 
a"bout  v/hat  lies  ahead  of  us.    This  work  has  to  "bo  done.     I  am  very  much 
concerned  a'bout  how  we  can  develop  a  r-ual  program  in  your  region  and  hciw  • 
we  can  make  our  transportation  ivork  and  mi.rkot  work  tie  in  with  certain  • 
things  the  Commodity  Branches  .^re  doing,  so  th:?t  we  h.„vo  a  program  inte- 
grated with  the  work  that  the  stj.tos  are  doing  in  the  colleges.  The 
housekeeping  p.^.rt  of  it  I  v/ill  let  I'red  worry  a'bout,    "Wnether  it  is  done 
through  the  Washington  Office  or  in  Regional  Office,  I  don't  care.  That, 
in  a  "brief  way,  is  how  I  fool  about  it^ 

OLMSTx^AD:     Mr,  Smith  -  bruits  and  Vegetables, 

MR,  SMITH:  ;  The  re.  are  a.  whole  series  of  questions  v;hich  I  h--ve  not  yet 
gotten  the  answer  to.    To  talk  about  ^Fruits  and  Voget.:,bles  as  representing 
two  commcditios,  is  wrong.     It  is  obvious,  of  course,  that  there  is  a 
multiplicity  of  individual  conLmodities  under  e.ich  one  of  those  brackets 
and  they  are  grown  in  practically  every  state  in  the  Union,     So,  even 
though  under  the  highly  centralised  control  of  Administr  ation  vrhich  has 
been  the  case  tnus  far,  I  think  the  records  will  show  that  there  has  been 
considerable  difficulty  in  establishing  a  uniform  method,  which  is  the 
problem  in  the  ?ruit  and  Vegetable  jield.    Aside  from  the  moving  of  com- 
modities, you  have,  a  multiplicity  of  functions  v/hich  vary  in  their  degree 
of  complexity  by  States  and  Regions,    You  have  the  Regulatory  work  -  it 
has  its  peculiar  problems.  Market  Hews  work,  ar*d  lastly  the  work  of  our 
Market  Programs  Branch,  in  the.t  branch  which  has  centered  in  it  the  res- 
ponsibility for  all  the  action  programs  in  the  fruit  and  vegetable  field. 
As  far  as  the  Inspection,  Standardization,  Market  ilev/s,  and  Regulatory 
v;crk  is.  concerned,  a  certain  amount  of  decentralization  has  been  effected 
in  the  past.    We  have  given  considerable  thought  to  further  decentralization. 
The  real  problem  comes  up  in  my  mind  with  respect;  to  initiation  and  de- 
velopment of  action  programs  and  I  think  v/e  all  need  to  give  a  lot  of  ser- 
ious thought  to  that  imase  of  the  work.     That  is  the  main  thesis  of  my 
comment,  . 

OLMSTEAD;     I  want  to  make  one  more  comment  if  I  might.     In  my  mind  the 
development  of  marketing  v/ork  for  bruits  and  Vegetables  is  a  real. chal- 
lenge for  AMA.     I  think  that  wu  all  can  keep  foremost  in  cur  minds  that 
there  is  more  work  for  everyone  to  do  than  we  will  have  time  and  energy 
for. 


OLMSTiiUiD:    Mr.  Rc'binson. 

iMR.  BOBIlTSOiJ:     I  think  that  :-.s  far  as  this  idea  of  Ecgionalization  is  con^ 
cerned  that  a  great  d6al  of  the  success  of  a  plan  of  this  sort  is  going 
to  depend  a  lot  on  hov;  well  the  people  in  Washington  cooperate  and  attempt 
to  get  the  job  done  v/ith  the  Kegional  Administrators.     I  have  "been  looking 
around  these  gentlemen  and  they  look  to  me  like  a  very  intelligent  group 
of  people,  and  I  suspect  that  much  of  the  Service  of  Regulatory  v/ork  they 
know  nothing  ahout  yet,  but  I  believe  that  they  can  learn  the  Service  and  . 
Regulatory  work  -  and' give,  them  time  -  regardless  of  v.-hat  somo  of  us  in 
w'ashington  may  think.    We  will  be  pushing  work  out  on  some  of  thorn  regu- 
larly and  before  they  know  it,  thoy  ^^rill  be  doing  all  the  work  in  the 
Field.    As  far  as  ^  am  personally  concerned,  I  would  'like  very  much  to  push 
out  our  work  into  the  Jiold.    I  would  bo  the  last  one  to  object  to  the 
idea  of -delegation,  because  three  years  ago  we  had  consolidated  all  of  our  ■ 
work  into  the  Regional  Offices  of  the  United  S.tates*    There  are  a  fevj  de- 
tails that  have  to  be  worked  out.    Our  funds  are  limited  on  v/hich  v/e  operate 
in  this  Administration,  and  we  cannot  go  beyond  them.    We  have  about .2,000 
temporary'  employees  each  year.      I  am  thinking  how  it  v;ill  be  handled  in 
various  regions  and  we  are  going  to  v/atch  pretty  closely  to  see  that  one 
man  does  not  hire  all  the  men  and  take  the  money  away  from  some  of  the 
others.    Those  are  all  details  that  can  be  worked  cut.     I  wa,nt  to  say  that 
our  Branch  v;ill  cooperate  and  v/ill  do  everything  possible  to  make  this, 
plan  work.     I  v/ould  like  to  have  an  opportunity  to  talk  with  ea,ch  Regional 
man  before  he  goes  av;ay.         '  .  . 

OMSTEAD:    Mr.  Oage. 

MR.  G-AG-S:     Most  of  the  questions  that  arise  in  my  mind  follow  up  what  Rob 
has  sa.id.     ^  hope  that  the  Regional  Directors  find  that  we  also  shov; 
some  signs  of  having  some  intelligence.    Most  of  the  q^uestions  that  arose 
in  my  mind  have  been  answered,    ^hexe  are  some  questions,  we  have  not  gone 
into  and  will  effect  jjossibly  some  of  the  ccrajnodity  branches,  i'ortunateiy, 
t-nose  Regional  Districts  shov/  almost  completely  in  the  southeast  region. 
One  of  them  is-  the  Burloy  District,  another  Mexico,  Jientucky.         goes  dovm 
into  North  Carolina,  Virginia,  West  Virginia- and  Indiana,  Ohio,  and  there 
is  one  little  mu-rket  up  in  Missouri.     The  Directional  Control  for  the. 
Burley  District  is  vested  in  the  supervisor  of  that  District  located  in 
l:t;xico.     The  actual  management  of  the  Inspection  Force  will  continue  at 
/.east  for  the  time  being,  in  the  hands  of  the  supervisor  of  that  District, 
c.nd  the  Regional  area  will  be  primarily  concerned  with  the  Service  Sec-  " 
tions  in  their  entire  program,     I  think  the  Regions.l  plan  is  going  to 
'v.-ork  out  all  right  as  far  as  my  branch  is  concerned. 

OLMSTEAD:     Mr.  Pollock.  ' 

POLLOCK:     I  have  given  quite  a  little  bit  of  thought  to  this  thing  from  the 
standpoint  of  Regionalization  and  I  feel  this  way  -  that  we  have  sort  of 
grown  up.  in  the  Department,     We  have  had  service  added  upon  service  for  the 
last  several  years  and  some  "of  our  organizations  are  pretty  well  compli- 
cated.    This  question  of  Regional! zation  as  far  as  the  Grain,  i'ee  %  and 
Seed  Brancn  is  concerued  is  not  a  nev/  thing.     We  h&'-ra  moved  a,  grrnt  many 
services  to  the  Fielde     I  think  v;e  have  about  40  jjeople  in  Vvashir.;;ton  oat 
of  about  350.     The  policy  has  been  to  have  District  Supervisors,   in  a. 
small  way  corresponding  with  the  Regions  now  set  up.     We  look  to  those 
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people  to  handle  our  current  ope?:ation3,  to  furnish  information  to- Washings- 
ton,  and  to  advise  in  the  formation  of  policy.     It  has  been  a  joint  oper- 
ation in  that  respect;.  'As  for  this  nev.'  idea  of  setting  up  seven  regions, 
I  think  it  has. great  possibilities  if  the  Regional  Administrators  and 
the  Branch  and  Division- heads  in  Washington  will  take  things  easy  and  not 
try  to  jump  into  the  set-up  too  rapidly.     I  have  been  around  a  good  niany 
years.    I  have  s.een  seven  or  eight  years  in  the  Pield,  and  I.  have  had 
several  years  experience  here  in  Washington,  and  I  think  I  could  tell  some 
of  the  Regional  Administrators  what  they  are  going  to  be  up  against.  I 
know  there,  is  some  fear  in  the  minds  of  some  of  the  Branch  leaders  as  to 
vjhat  raight  happen  under  this  set-up.     I  firmly  believe  that  each  of  the 
Regional  Administrators  should  be  sure  of  his  actions,  and  if  he  will 
look  into  the.  program  very  carefully  before  he  decides,  to  V;crk,  and 
with  a  complete  understanding  with  the  Branch  heads,  we  will  be  able  to 
work  this- thing  cvit  in  a  very  satisfactoi^y  manner.     I  am  not  going  to 
get  excited  and  do  a  lot  of  things  without  you  fallows  knowing  about  it 
and  advising  with  me.    PersonrJ.ly,  I  am  going  to  depend  upon  the  Branch 
heads  to  help  me  work  out  a  satisio-ctory  program.     I  want  you  to  visit  me 
a  lot  and  I  want  to  visit  you.     I  want  your  help,  because,  to  me  the 
success  of  this  thing  is  going  to  depc?ad  on  our  ability  to  work  out  an  ef- 
ficient opcrciting  service  that  can  bo  run  at  the  lowest  cost.     I  thiiik 
that  is  rorilly  our  aim  -  to  give  bettor  service,  to  Agriculture  and  do  it 
at  the  lov/ost  possible  cost. 

OLMSTSAD!    Anybody  else  want  to  coiiLment  on  this?     I  think  all  the  Com-  . 
modity  Branches  that  are  here  hrave  spoken, 

POLLOCK:     I  would  like  to  add  one  more  statement.     The  G-rain,  Feed  and 
Seed  Branch  has  e.  great  many  services  v/hich  you  v/ill  learn  a,bout  later 
on,     I  believe  that  we  have  several  offices  in  all  the  Regions.    For  ex- 
ample, the  San  Frs^ncisco  Office  hctndles  Federal  Orain  Supervision,  the 
supervision  of  hay  inspection,  and  the  supervision  of  rice  ins|)oction. 
They  do.  a  lot  of  seed  work  and  you  will  find  a  simile.r  .irrangemont  in  a 
great  many  of  the  other  points.     It  r.ecms  to  me  it  would  be  very  help- 
ful to  the  men  v/ho  go  out  into  the  Field  to  have  a  list  of  the  Field 
Offices  in  each. region  and  the  name  of  thj  person  in  charge,  the  number 
of  personnel,  ?:ind  the  Services  tha^t  come  u:ader  each  oi  those  offices.  ' 
That  would  be  awfully  helpful  to  you  in  your  preliminary  studies.     I  ■ 
have  alrocudy  been  furnished  that  inf ormi.itiqn  by  cur  "Distribution  Brojich. 
and  it  has  been  very  helpful  to  mo. 

HOOFI\fA&LE:     The  chr.rts  do  show  the  location  of  each  office  and  the  aniouht 
nf  floor  space.    Lists  are, being  made  up  of  the  people  in  each  office,  the 
.•jorvicos  performed,  etc. 

'IMSTMD:    Anyone  else  like  to  comi-nent? 

KU2JKSL:    Ralph,  ycu  made  a  -point  a  little  while  ago  .about  the  Distribution 
Branch  la,cking  uniiormity.    The  Distribution  Brciuoh  nas  been  decentralized 
icr  a  couple  of  years,  so  we  are  probably  in  a  better  position  than  m.ost 
^-^ohes  to  say  whether  decentralization  works.     It  has  been  paid  off  to- 
tl--:  extent  that  it  has  been  bad,  it  .  is  duo  entirely  to  the  lack  of  under- 
s  V.  ..ding  between  the  regional  offices  and  Washington*    Nov;  this  Distribu- 
tion question  of  lack  of  uniformity.    At  the  stcirt  of  decentraiisaticn, 
nobody  know  how  the  Stamp  Plan  was  going  to  work.     The  first'  year  was  new 


and  const rue tive«    The  Regionad  Directors  were  naturally  given  a  chance  to 
experiment  a  lot,  and  at  our  meetings,  everyone  h^id  to  look  up  to  the  Region- 
al Director  for  just  what  was  going  on  in  the  field.    'They  were  setting 
policy  at  that  time.    Our  mistake,  or  perhaps,  I  should  say  negligence,  was 
that  vie  didn^t  estahlish  a  definite  understanding  of  relationships.  We 
were  operating  up  until  last  year  under  that  situa,tion  and  to  that  extent 
I  think  Distribution  deserves  criticism.     I  suspect  you  are  not  right  up 
to  date  about  what  is  going  on  in  the  Distribution  Branch,     In  the  past 
5  or  6  months  we  have  taken  definite  steps  to  er.^.dicate  some  uniformities, 
although  not  entirely  for  uniformity's  sake.     I  don't  want  that  remark 
to  imply  that  uniformity  is  inefficient.    Insofar  as  orga^nization  v;ill 
X)ermit,  uniformity  ought  to  be  established. 

0LM3TBAD;     I  don't  expect  the  regions  of  AMA.  to  be  uniform  -  theycan't  . 
-B.it  insofar  cts  the  program  v;ill  permit,  uniformity  ought  to  be  established. 


I 

lYPES  OF  PRQaRiii:(S  AI.;D  LiCGISLiiTIVE  AUTK^RITISS 

Noriiian  Leon  Gold 


I  aiTi  going  to  try    to  outline  briefly  to  you  what  the  various  prograins 
are,  and  then  ivir.  Koofnb.gle  lA'ill  tell  you  soiaething  about  the  financial 
status . 

First,  I  viould  like  to  tell  you  about  something  1  saw  last  night.  This 
notebook  is  an  o-Laost  awesome  collection  of  svunmarized  information  on 
k,}LA'^  programs  and  activities.      Mr.  Hoofnagle  and  his  men  put  this  to- 
gether *     It  is  quite  remarkable.    You  can  turn  to  any  branch  and  obtain 
a  statement  of  the  progranas,  and  even  find  out  what  some  of  the  problems 
are.    From  my  point  of  view,  in  ^'anting  to  outline  to  you  the  A.M. A, 
prograams,  it  vvas  almost  discouraging,  because  you  get  the  feeling  that 
the  darned  activities  are  so  big  that  you  are  never  going  to  get  hold 
of  them.    If  he  can  do  so,  Jviir.  Hoofnagle  is  going  to  give  you  one  of 
these  summaries.     I  think  it  would  be  the  handiest  reference  you  can 
have  as  to  what  bhe  program.3  are,-    Are  you  going  to  be  able  to  give  the 
regional  men  a  set? 

KOOFNi-iGLEi     I  think  we  can  bring  it  more  up-to-date  and  have  it 
photostc-ted. 

DR.  GOLD:     The  A.M. A,  programs  can  be  gi^ouped  uiider  about  12  different 
kinds  of  activity.     The  first  is,  in  terms  of  size,  Procurement  and 
Dockside  Shipments  for  ]:)end  Lease.    Lend  Le^se  nov\r  includes  more  than 
Britain,  it  includes  Russia,  Free  French,  Poland,  Czechoslovakia;  you 
can't  mention  a  vjar  area,  exiled  governiiient ,  or  a  group  of  war  prisoners 
that  is  not  in  Lend  Lease,  or  likely  to  be  in  Lend  Lease  pretty  soon. 
Under  that  general  program  is  included  Construction  and  Expansion  of 
Plants.    Mr.  V/yckoff  is  going  to  tell  you  something  about  the  activity 
in  that  field.    We  do  hcive  funds  for  construction  and  expansion  of 
plants  and  for  storage  facilities  in  connection  with  Lend  Lease,  and 
incidentally,  management  and  service  functions  required  for  shipping 
food  and  nonfood  products  for  Lend  Lease, 

The  second  easy  division  is  also  concerned  with  purchase,  but  is 
Transfer  of  Gomwuodities  to  Other  Federal  Agencies,     By  and  large  in 
txho  goverrmient  today  there  are  two  major  food  procurement  agencies, 
one  is  the  Army  and  the  other  is  ourselves,     i/e  are  developing  a 
system  of  mutual  cooperation.     For  instance,  pe  buy  practically  all 
Lhe  pork,  the  Anny  buys  practically  all  the  beef.     It  is  just  a 
matter  of  days — in  some  instcJices  it  is  already  happening,  that  vfe 
simply  transfer    to  the  Arm^  whatever  pork  is  needed  by  them  so  they 
won't  have  to  come  into  the  marker,  and  they  transfer  v/hatever  beef 
we  want  so  we  won't  riave  to  'I'O  into  the  market,    \io  have  transferred 
commodities  such  as  rice,  beans  and  others.     So  gradually,  we  will 
have  a  single  procurement  agency  going  into  the  market  for  a  s'ingle 
commodity  under  a  coordinated  program,  so  that  we  won't  go  in  butting 
our  heads  against  each  other.     The  federal  agencies  to  v;hom  transfers 
are  made  include  the  Army  and  Kcvy,  Department  of  Interior,  possibly, 
the  ■'/ar  Relocation  Board  (that  is  for-  th^  Japanese  people  '^jho  have 
been  relocat^jd  and  v/e  may  transfer  comi-aodities  for  their  subsistence )  5 
purchase  and  tr-^nsfers  are  also  made  for  the  Red  Cross, 
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The  third  ty-^e  of  activity,   can        stiiamarised ' as  Stock  Pilinr  and  Cora- 
mercial  Sales,     l/e  are  ouying  conmodities  end  shipping:  them  to  Hav/aii, 
then  se?-lin£;  them  through  commercial  trade  channels  and  maintaining  a 
stock  pile  of  three  to  six  months'   si:?e,   so  that  in  c.yse  of  emhargo  or 
"blockaf'^e,  the  civilian  poprdation  v/ill  oe  protected.    We  have  also 
started  a  simila,r  program  for  the  v/hole  Carihhee.n  urea,  where  stocks  are 
oeiuf;  placed  for  distribution  through  commercial  channels  to  the  civilian 
jjopLi-lation.    Another  phase  is  possiole  comm.ercial  export  sales.     This  has 
come  up  pa.rticularly  in  the  case  of  dried  egi^s;  v/e  are  practically  the 
only  huyer  of  dried  eggs,  and  have  created  a  great  deal  of  the  market.  A 
short'  time  ago  some  commercial  exporter  who  vranted  to  get  an  export  license 
to  e:q3ort  dried  eggs,  found  he  couldn't  get  a  license  unless  ho  vfofjld  get 
the  commodity  from  us.    This  is  simply  another  method  of  decreasing  the 
"buying  pressure  for  certain  commodities  in  the  market.    Another  nevr  devel- 
opment is  the  sale  of  our  supplies  to  private  welfare  agencies  for  foreign 
relief.    We  knov/  of  two  private  welfare  agencies  who  are  fijguring  out  their 
roquiroment s  and  vie  have  indicated  that  v/e  v;ill  make  available  at  cost  the 
commodities  they  v/ant .    Another  prospective  development  in  connection  v/ith 
Stock  Piling  and  Co::;imcrcial  Sale  is  going  to  come  about  a-s  a.  result  of  our 
price  support  activities.     "For  inst-roncc,  on  canned  fruits  ajid  VGgeta,bles, 
the  price  ceiling  v/as,  in  the  opinion  of  the  processors,   such  that  there 
would  ho  difficulty  in  selling  the  processed  commodity  to  the  wholesalers 
and.  to  the  commercial  users.     In  order  to  make  sure  the  crop  would  he 
packed,  we  have  ^anden-zritton  the  processors'   c.alc  of  that  conunodity. 
If  thoy  caui't  sell  at  their  ceiling  r^rice  to  the  next  distributor,  they 
can  sell  to  us.    As  a  res^ilt  of  thot,  v/c  arc  accmij-lating  some  stocks. 
At  som.e  points  v/o  will  ha.vc  to  decide  v/hcthcr  ire  need  them  for  the  re- 
quirements of  Lend  Loa,se  or  military,  or  are  going  to  release  them 
baxk  to  the  market.     That  activity,  too,  may  develop  considera.bly  in 
the  future.  ,  ■ 

The  fourth  type  of  activity  is  programs  to  Increa.se  Domestic  Consumption 
of  Pood  and  Piber  Products.     That  can  be  broken  into  five  parts:  Pood 
stamps,   school  lunches,  penny  m.ilk  to  school  children  and  low  cost  milk 
to  families,  direct  distributi";n  of  products  to  fajnilios'and  institutions, 
and  the  cotton  mattress  program. 

The  fifth  tj-pe  of  activity  is  concerned  v/ith  Exrport  Subsidies.    VJe  v/ill 
have  some  export  subsidies  during  the  current  year  for  flour  and  possibly 
cotton.    They  seem  to  bo  out  of  plaxc,  and  I  think  they  have  been  put  in 
primarily  for  barga.ining  instr-omont s  lookijig  toward  international  agrce- 
m.onts  on  these  commodities. 

A  sixth  ty:3c  of  progrnm  has  to  do  with  Nov;  and  Extended  Uses  for  Commodi- 
ties.   A  nmber  .01  those- generally  fall  under  the  head  of  diversion 
programs.     P-r  inst-'-nco,  currently  subsidies  arc' being  nado  ^n  patterns 
for  bale  coveringa,  a  cotton  covering  to  take  the  place  of  jute.     In  the 
past  there  liavo  been  programs  on  vralnuts,  diverting  them  from,  the  whole 
nut  to  the  shelled  form. .       '    .  • 

A  seventh  typ.c  of  program  is  Marketing  Agreements  and  Orders  for  Pruits, 
Vegcta-blos,  and  Milk. 

The  eighth  item,  Market.  News  is  a  distinct  tjnoe  of  m.arketing  activity. 
Primarily  this  concerns  prod-ucers  and  handlers,  and  to  some  extent, 
retailers  and  consmcrs. 

The  ninth  has  to  do  with  Consumers'  Saf og-oa.rds.    V/e  have  a  consumers'  • 
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division  and  it  functions  somewhat  as  a  king's  conscience,  looking  at  our 
programo  from  the  point  of  vlevi  of  the  consuiner,  and  either  trying  to  pro- 
mote or  modify  certain  things  so  the  impact  on  the  consumer  v«dll  not  oe 
too  unfavorable. 

The  tenth  type  of  program  activity  is  a  rather  siiriple  designation  out  is 
very  v/idespread,  it  covers  a  rjomber  of  Inspection,  Grading,  and  Regula.tory 
Activities  that  includes,  of  course,  regulation  of  the  futures  markets  iinder 
the  Comraodity  Exchange  Act,  regulation  of  Packers  and  Stockyards,  etc. 
There  is  a  siyraid  of  regulatory  laws  -  over  25,  I  believe.     I  think  we 
have  provided  you  with  copies  of  the  various  Acts.    They  have  to  do  with, 
among  other  things,  cotton  classing,  cotton  futures  regulation,  on  small 
packages  research,  establishing  standards  and  grades.     In  terms  of  f'onds, 
they  are  a  relatively  small  part  of  our  over-all  expenditure.    But  when 
you  look  at  the  administrative  founds,  they  are  pretty  big.    They  run 
around  six  million  dollars,  and  that  compares  pretty  favorably  with  adiidn- 
istrative  funds  on  other  •oro'^rams. 

The  eleventh  division  is  Hearings  on  Freight  Rates,     In  various  parts  of 
*  the  country  you  are  going  to  see  a  very  real  interest  in  hearings  on  freight 
^  rates.     Under  the  Agricultural  Adjustment  Act,  the  Secretary  of  Agricul- 

ture can  come  in  and  ask  for  a  hearing  or  prvjsent  evidence,  as  a  friend  of 
the  farmer  before  the  Interstate  Comiaerce   G omrnission,  on  freight  rate  ad- 
^  justments,     'There  is  quite  a  hot  case  going  on  rijht  nov.'  in  memphis,  and 

there  will  be  quite  a  number  of  other  cases.     It  is  one  of  the  fev\.r  places 
V  in  the  marketing  system  where  we  hb,ve  th^  legal  right  to  try  to  reduce 

cost.     That  xvork  is  handled  by  the  Vjarehous^  end  Transportation  Branch. 

Now,  those  are  about  overyting  that  you  can  find  a  precise  legal  statute 
for,  but  I  have  included  in  the  twelfth,  type  of  prograjn  something  which 
isn't  precise  in  any  statute,  but  yet  is  in  every  one  of  them,  and  I  call 
it  Agricultural  Production  and  Food  Iviancigem-^nt .    And  I  would  say-  of  £.11 
problems  we  are  faced  ^^^-dth  in  our  current  discussion,  we  are  most  concerned 
with  this  problem  of  Agricultui-al  Production  and  Food  lianagement .     I  made 
a  distinction  between  Agricultural  Production  and  Food  Management  because 
an  agricultural  product  is  rarely  food,  it  is  the  rav/  inaterial  for  food 
and  we  have  to  carry  it  through  to  the  finished  product.     The  way  we  get 
into  that  is  largely  through  the  instrumentalities  of  c-11  the  things  I 
have  mentioned  to  you  before.     This  involves  the  :jroble-:i  of  price  support 
anc  control  and  production  inducement.     It  involves  all  phases  of  proc- 
essing and  getting  prioritic^s  I'or  mcxtericJ..     It  involves  all  the  steps 
that  are  taken  to  laciliLote  distribution  of  procucts  once  they  have  been 
produced.     It  has  to  do  ydbh  the  und:.:rwTiting  of  existing  ceilings,  and 
every  effort  we  conscientiously  make  to  sec;k  iiaprovements  in  the  mo.rket- 
ijag  system.    It  is  the  phase  of  our  activity  that  in  many  ways  hcs  the 
loosest  legal  basis,  and  yet  I  think  cS  you  look  over  the  things  we  are 
doing  and  as  the  farmers  and  handlers  c.nd  proceseors  come  to  you  with 
their  problems,  it  is  Lhe  phasa  that  is  going  to  bulk  Ic-rgest  in  your 
minds. 

Now,  I  have  two  s-^ts  of  doc^u^iients  here.     They  are  design'.;d  specifically 
for  the  sev-^n  regional  p-..ople,  c.nd  they  aro  somevLhat  bulky  as  you  see. 
One  is  a  very  recent  issue  of  the  Departjiient  on  uhe  proolems  of  pro- 
duction and  on  productive  capacity  for  1943^  a  problem  which  v/ill  be  our 
major  internal  problem  for  the  next  several  months.     This  is  an  unusual 
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job  ana  analyzers  production  .probleras,  r^^^-litating  problems,  labor  and 
transportation  problems.     I  think  you  v/ill  want;  ^  read  it  because  you 
v\rill  have  to  be  , familiar  vjith  that.     I  think  you  are  going  to.  want  to 
have  part  2  because  it  gives  you  statistical  information  on ■your  prob- 
lems. 

Thie  next  set  of  documents  is  a  comiDlcte  history -of  our  legdl  inateric^l. 
Mr.  Mook,  I  vjill  ask  you  to  explain  what  you  have  here.    Mr.  iiook  is  one 
of  the  group  in  our  organizc^tion  unit^,  and  some  of  you  are  'goin:;  to  see 
a  good  deal  more  of  him,  '    ■  ; ; . 

IviR.  MOQKs     These  volumes  that  you  see  here  c^re  "Laws  Aj_-.plicable  to  the 
Department  of  Agriculture."    There  is  a  1935  edition,  v-ihich  brings  every- 
thing up  to  that  time^  and  a  subsequent  edition,  the  1941  supplement.  A 
lot  of  our  defense  aid  legislation  has  been  passed  since  that. time,  and 
I-  have  compiled  those  acts  into  these  voluiiaes.    We  have  seven  sets,  one 
for  each  region,  and  I  think  you  will  find  them  helpful.     In  another 
set  of  sheets  —  let's  call  it  a  Sujiimary  of  Legislation  —  I  have  out- 
lined the  four  pi'oblems  we  have.     One  is  the  programs,  second  is  the 
le,gislation,  the  third  describes  briefly  v;hat  the  legislation  is,  a.nd 
the  fourth  is  a  reference,  so  you  can  refer  quickly  to  tlie  books  and 
sheets  that  I  mentioned,  and  find  who.t  you  want  right  a';ay.     This  other 
collection  of  sheets  uhich  i^r.  Van  Dyke  prepared  indicates  the  funds 
available  for  the  fiscal  year,  1943* 


I  -  Continued 
APPROPRIATIONS 

James  E.  Iloofnagle,  Budget  Office  -  - 

DR.  GOLD:    Nov^_,  Mr,  Hoofnagle,  I  think  I  ask  j^ou  to  run  over  very  quickly 

the  fund  situation  at  the  present  time.  Mr.  Hoofnagle  is  the  budget  officer 
for  the  Agricultural  Marketing  Administration^  in  the  Division  of  Budget  and 
Finance,  as  vrell  as  being  in  charge  of  the  organization  unit.. 

MR.  HOOFNAGLE:    We  might  as  well  distribute  these  two  collections  -which  IJr. 
Mook  described.    One  is  a  summary  of  legislation;  the  other  shews  the  funds 
available  for  the  fiscal  year  19h3 *     I  think  it  might  be  helpful  if  I  go  over 
this  second  one  to  explain  it  and  to  indicate  what  the  present  status  of  the 
funds  is,  since  this  collection  does  not  give  the  entire  picture. 

This  section  on  Lend-Lease  is  simply  a  breakdovvn  by  categories  of  the  Lend-Lsase 
funds  allocated  to  A.  M.  A.      Lend-Lease  is  operated  in  o,uite  a  different 
manner,  from^  our  other  funds,  in  that  it  is  not  a  part  of  the  A.  M..  A.  budget 
documEnt.    The  present  allctmEnt  is_ not  on  a  fiscal  year  basis,  and  we 'will 
probably  spend  by  the  end  of  this  calendar  year  all  the  funds  that  are  avail- 
able, allocated,  or  earmiarked  for  Agriculture.     In  other  words,  we  Y/ill  have 
to  have  appropriaited  through  the  Lend-Lease  Adjninistration  more  funds  for  the 
purchase  of  agricultural  coirimodities  for  foreign  goverrjnents  aro^und  Decomiber, 
and  that  is  entirely  a  separate  budget  problem.    We  have  allocated  two  million 
/       dollars  for  adm.inistrative  expenses  for  Lend-Loase  up  to  December  31.  Our 

present  plans  are  to -secure  at  least  that  much  for  the  first  half  of  the  next 
calendar  3^ear.    Lend-Lease  operations  nov'i  are  on  the  rate  of-  two  billion  dollars 
a  year. 

You  ¥\rill  note  on  the  first  page  an  item:  of  twelve  million  dollars  for  the 
Caribbean  Stockpile.    None . of  that  fund  has  been  spent  to  date.    It  is  a  quest- 
ion of  policy  as  to  whether  to  spend  froFi  that  fund  or  som.e  other.     There  is  a 
method  of  financing  under  consideration  now  under  which  we  will  either  use  or 
discard  this  item  in  the  near  future.    The  Territorial  Em.ergency  Fund  is  being 
used  for  Hawaii.    That  is  a  revolving  fund  of  --mich  we  are  allowed  three  per- 
cent for  administrati'/e  expenses.    The  Red  Cross  item  on  the  list  for  two. 
billion  dollars,  we  expect  to  spend  that  in  the  first  two  quarters  of  Ithis  fis- 
cal year,  and  the  Red  Cross  is  already  taking  action  to  get  sofiO  more  money  for 
that  purpose. 

Now,  coming  down  to  the  item  which  will  be  of  particular  importance  to  the  field 
—  Section  32—  $175', 000, 000  was  received  for' use  this  fiscal  year  from  cus- 
toms receipts,  and  of  that  $15,000,000  has  already  been  put  in  reserve  by  the 
Budget  Bureau,  which  reduces  the  am.ount  available  by  that  extent.    Now,  as  you 
"       will  notice,  under  that  item  there  are  Purchases,  Diversion  (on  the  second 
page-).  Export  Subsidies,  the  Stamp  Plan,  and  Administrative  Expenses.'  That 
|1:-), COO, 000  will  have- to  com.e  out  of  some  of  those  item.s .     I  think  beyond  doubt 
it  will  have  to  come  out  of  Purchases  and  the  StamD  Plan,    On  Exoort  Subsidies 
we  have  commitments  at  the  present  moment  of  03,300,000.    Under  Diversion- we 
have  what  is  tantamount  to  a  commitment  of  $23,1-00,000,  Dossiblv  that  can  be 
altered  some.    The  amount  of  $7,000,000  for  administrative  expenses  under  Sec^ 
tion^32  represents  h%  of  the  total  $175,000,000.    All  of  that  is  not' actually 
available  for  us  to  spend,  speaking  of  "us"  as  the  Agricult^oral  Marketing 
Administration.    Approximately  .$1,000,000  represents  transfers  and  allotm.ents 
to  other  bureaus  and  agencies  of  the  Departm.ent,  for  exam.ple,  the  Office  of 
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the  Seciretary  and  the  Biareau  of  Agricultural  Scdniomics,  the  Office  of  In- 
formation, and  so  on* 

Thenext  item  is  a  cooperative  project  with  the  Quartermaster  Corps,  for  the 
inspection  of  processed  food.    There  are. two  or  three  of  those  together  right 
there,  one  is  a  small  item  for  the  training  of  Army  inspectors  to  inspect  hay, 
the  next  is  for  freight  rate  hearings.    Dr.  Gold  mentioned  the  item  for  the 
Warehousing  Branch, 

The  next  is  for  the  Consum.er's  Counsel,  one  of  the,  I  suppose  we  would  say 
staff  divisions  of  the  Agricultural  Marketing  Administration.    The  Consumer*? 
Counsel  funds  are  obtained  from  allotments  from  other  agencies  in  the  Depar't- 
ment  and  some  from  Agricultural  Marketing  Administration. 

The  next  is  Crop  Insurance,  about  which  there  is  only  a  curiosity,  I  suppose, 
in  terms  of  field  operations.    That  is  allotted  to  the  Grain,  Feed  and  Seed 
Branch  f or  imarket  reports  that  are  used  by  the  Crop  Insurance  Corporation. 

The  next  is  Investigations  of  Gr^in  Storage  and  Tests  of  Castor  Beans.  We 
haven't  any  allotment  for  this  year  to  date. 

Research  Projects  on  the  following  page  —  that  money  comes  from  a  special 
research  fund  of  the  Department  and  is  allotted  by  the  Secretary  and  the  Re- 
search Administration,    There  are  numerous  bureaus  that  receive  funds  frcsm 
the  appropriation,  and  this  is  our  share  for  some  vrork  in  the  Cotton  Bi'anch 
and  Grain  and  Feed  and  Seed  Branch, 

Next  is  Classing  and  Grading  Cotton  for  Commodity  Credit.' 

Now,  in. the  next  group  there  are  a  series  of  direct  appropriations,  which  with 
a  few  exceptions  made  up  the  former  Agricultural  Marketing  Service,    This  year 
we  have  an  item  in  there  for  general  administrative  expenses  of  $159^850, 
That  item  will  not  be  in  future  appropriations,  but  will  be  distributed  among 
the  other  sub-appropriation  items  there.    That  change  is  due  to  the  organi- 
zation of  the  budget  dociament  resulting  from  th^  Consolidation  of  A. M.S.,  S.M.A, 
and  C.S,A,    NoviT,  these  items  under  the  general  designation  of  Marketing  Ser- 
vice Appropriations  do  not  correspond  Yfith  what  you  would  see  in  the  appropria- 
tion act  in  all  instances.    That  is  due  to  several  factors,  primarily  to  the 
fact  that  we  get  reimbursem.ent  for  some  of  the  work  performed.     In  other  words, 
we  have  more  funds  rvailable  than  vfere  appropriated  for  certain  activities. 
But  it  is  ?lso  reduced  by  the  fact  that  this  yos.r  our  trpvel  alloY\r3nce  is  re- 
duced, one-and-a-half  mij-lion  dollars  of  the  tot?l  Department  appropriation  is 
return'3d  to  the  Treasury  as  a  travel  saving,     I  wnnt  to  talk  about  thct  general 
problem  a  bit  later,  but  that  is  the  explenntion  for  these  figures  not  agree- 
ing with  what  you  might  see  if  you  read  the  Appropriation  iVct.    A  copy  of  that 
I9I4.3  Appropriation  Act  is  included  in  that  collection  of  legislation  which  you 
have  there , 

QUESTION:    Y/hat  is  the  one  called  Marketing  Farm  Products?    It  sounds  like 
the  whole  A.M. A, 

DR.  GOLD:     It  is  grading  and  inspection, 

MR,  NEifSLL:     It  is  an  over-all  allotment  for  the  various  branches  for  standard- 
izing markets. 


1-IR  HOOFNAGLl^:    A  lot  of  these  itmes -are  related,     I  believe  our  history  would  - 
shovf  that  when  we  get  a  new  activity  we  add  on  an  appropriation  .?nd  a  law  and 
'later  they  are  consolidated  with  related  appropriations,     I'm  sure  the  re- 
sult is  gradual  over  a  number  of  yearssaswa  build  up  a  larger  nuraber  of  sepa- 
rate items  and  then  as  uney  become  stabilized  we  consolidate  the  appropriations. 
For  example 5  this  coming  year,  the  19hh  fiscal  year,  the  Perishable  Agricul- 
tural Commodities,  Produce  Agency  Act  .?nd  th.-?  Standard  Containers  Act  will  be  •  . 
put  over  into  a  single  sub-appropriation  item,  so  you  will  have  those  undr-r  one 
heading.    There  are  lots  of  reasons  vfhy  we  can't  go  all  the  way  but  we  should 
go  as  far  as  feasible  in  consolidation  sub-appropriation. 

On  the'  next  page  is  one  I  want  to  m.ention  particularly,  that  is,  Enfcrccm.ent 
of  the  Comm.odity  Exchange  A.ct.    That  is  the  appropriation  for  the  frnmiei- 
Comjaodity  Exchange  Administration,  item  and  it  has  b-:  i.-n  reduced  26  percent  from 
last  year.  *  That  is  a  very  serious  reduction  in  mon-y  for  that  activity,    '■-re,  • 
this  year,  for  the  fiscal  year  19'  =  u,  are  making  an  effort  to  have  that  cu.t  res- 
tored in  order  that  xyc  can  adequately  do  the  Job  that  is  laid  out  in  the  Com-  ■ 
m.odity  Exchange  Act, 

The  President's  Emergency  Fund  is  a  fund  thr^t  was  set  up  last  year  vjhen  we 
were  having  severf-l  decentr-^liza tion  moves  here,  including  one  in  thi  Cotton 
Branch  and  one  in  the  Budget  and  Accounting  Division.     It  was  simply  to  pro-  • 
vide  for  the  expense  of  m.oving  people  out  in  the  field.     If  we  have  any  further 

decentralization  activity,  as  distinguished  from  simply  i;ioving  individuals 
about  in  the  field,  that  fund  would  be  available. 

These  others  items  are  trust  funds,  which  I  am  sure  you  will  hear  a  lot  about 
when  3^ou  talk  with  the  Commodity  Branches.    There  are,  I  believe,  13  trust 
funds  incorporated  in  these  items  set  up  as  separate  funds. 

QUESTION:     '.■Jhat  do  you  mean  b^^  "ti'ust  funds"?    Vmy  do  you  call  them  that? 

I'lR,  HOOFNAGLE:    They  are  revolving  funds  through  receipts  or  rembursements . 
They  are  set  up  from  fees  and  receipts  which  come  in  for  an  activity,  from  whi:.h 
you  pay  the  expenses  of  that  activity, 

MR.  NEi;/SLL!     There  is  a  lot  of  inspection  that  is  paid  for  like  that. 

MR.  HCOFNAGLS:     I  mentioned  that  this  travel  question  is  a  very  serious  one. 
A  million  and  a  half  dollars  must  be  returned  to  surplus  from  the  Department, 
and  for  the  purpose  of  Calculating  A.M.A.'s  share  our  deductions  were  based 
on  three  items,  Export  and  Domestic  Consumption,  Commodity  Exchange,  and  Market- 
ing Service.    Our  travel  is  reduced  this  fiscal  year,  under  Section  32,  12.6 
percent;  7^  under  Marketing  Service,        for  C.E.ji.     In  other  vrords,  this  year 
we  will  have  to  spend  that  mubh  less  than  we  spent  last  year,  and  in  the  two 
weeks  I  have  had  time  to  look  into  the  proolem,  it  seems  to  be  one  of  the  most 
serious  problems  we  are  going  to  face,    I  wanted  to  mention  that  because  when 
the  permanent  allocations-  are  made,  if  you  feel  that  \  ou  absolutel3'"  can't  oper- 
ate under  that,  Y/e  vfant  to  know,  abiolit  it  iiimiediatel3'-. 

Now-,  as  to  this  question  of  allotm.ent.    So  far  the'  allotments  to  branches  and 
divisions  have  been  made  on  a  temporary  basis,  for  three  months,  or  one  quartor. 
We  want  to  get  out  within  the  next  few  weeks  permanent  allotments  f or  t he 
branches  and  the  service  divisions  of  A.M:.A. 
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DR.  GC^LD:     There  is  just  one  question  I  might  r'.nticipate,  and  that  is  the  one  as 
to  allotments  for  the  regional  adrainistrators .    V/e  have  about  com.e  to  the  con- 
clusion'that  we  will  set' up  nev^i  allotments  for  the  regional  administrators  sepa- 
rate from  any  allotments  which  have  been  made  to  the  former  branches  or  the  field, 
I  don't  think  any  other  method  of  handling  it  would  be  at  all  satisfactory, 

l',IR.  CAPTiEI'/IAN:    \He  have  been  operating  in  the  Southtirn  Region  under  this  allot- 
m.ent  you  gave  us  for  three  months.     That  won't  be  charged  against  us  in  the 
noTJ  breakdown  that  you  have? 

m.  HOOFNAGLE:  It  will  be  separate  from,  that.  It  depends  on  hov;  you  mean  by 
being  chcarged.  It  will  be  charged  to  those  activities,  only  a  proper  propor- 
tion will  be  reflected  in  th^.  ne\^^  allotment  for  the  regional  administi'ator , 

m.  CAPPLEIV[AN:    That  is  what  I  was  talking  about, 

IIR,  KITCHEN:     This  travel  limit'ition  doesn't  apply  tu  Lend-Leasu.    When  they 
calculated  that,  did  they  include  subsistence?    I  suppose  they  did, 

L!R.  HOOFNAGLE:     I'm  not  sure^ 

MR..  NjE'.3LL:     I  <?om.  quite  sure  subsistence  Y^as  figured  in  th't,  Kr.  Kitchen, 

Wi»  IIITCHLN:    The  limitation  applios  to  all  items  of  tiie  fippropria,tion? 

IIR.  HOOFNAGLE:     This  is  administered  by  the  D^pr.rtment,  and  the  office  of  Bud- 
get and  Finance  will  give  us  fairly  broad  discr^tiun  with  the  A.M,S,  itums. 
The  lim.itation  applies  to  the  Adrainistratie.n  as  a  wholt., 

m.  KITCHEN:     The  question  that  is  going  to  be  raised  is,  "VJill  it  take  into 
consideration  increases  in  pers^^nnel,  and  the  fact  that  travel  and  subsistence 
all(;wances  have  been  raised  somewhat?" 

l.^.,  HOOFiv/vCL;,...:     It  v/ouldn't  take  that  fact  into  consideration,  it  just  wouldn't 
be  a  factor.     This  requires  an  absolute-  decrease  in  travel  expenditures,  but 
where  your  appropriation  was  increased  from.,  last  year,  the  travel  allowance 
Y\rould  also  be  increas'od. 
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PROCESSING  FACILITIES 

■    ■  -   ^  J,  B.  -Wjrckoff 
Assistant  to  the  Adjiiihistra-tor  * 

Dr.  Gold:  "  I  want  to  turn  next  to  the  phase  of  our  work  which  is  undoubtedly 
going  to  be  more  and  more  important,  and  I  think  probably  is  •  the  one  about 
which  v;e  knoxv  the  least,  and  we  will  get  a  great  deal  of  inquiries  on  it* 
Thiat  is  the  v/ork  on  processing  facilities,    Mr,  Yryckoff,  as  Assistant  to 
the  Administrator,:  has  general  supervision  over  that.    Mr.  lyckoff . 

Mr.  Wyckoff:     It  starts  mth  the  present  situation,  where  we  have  a  tremend- 
ous v7artimo  production  of  food.     Paralleling  that  is  a  need  for  an  increase 
in  food  processing  facilities.     I  have  an  idea  th?.t  the  general  requirements 
for  facilities  outruns  the  increased  production.    And  that  comes  at  a  time 
when  the  battle  in  '  ashington  is  for  metals,  ejid  iiBtals  in  food  processing 
are  very  important.     The  Agricultural  Iviarketing  Administration  has  a 
responsibility  to   see  that  all  food,  periste.ble  and  imper ishe.ble ,  that  is 
produced  at  the  instfjice  of  the  Departnr-^nt  and  the •  Secretary,  is  used 
immediately  rjid •  properly  and  is  not  wasted.     So  processing  facilities  are 
increasingly  importont  to  us. 

You  in  the  field  are  going  t?  run  into  trvo  groups  of  applicants  for  facili- 
ties and  priorities.     One  .i^roup  consists  of  processors  who  are  considering 
the  expansion  of  their  facilitie  s,  the  addition  of  nev/  facilities,  or 
going  into  an  entirely  nev/  field.    And  the  other  is 'the  group  of  producers 
who  fact  the-  problem  .of  finding  a  convenient,  satisfactory  market',  which 
will  meet  wartime  requirements  as.  they  are  knovm  here  in  the  Department. 
In  meeting  those  two  groups,  it  becomes  necessary,  I  think,  for  you  to 
get  a  blueprint  of  what  oiir  thinking  is  here  about  pi cuit  expansion,  'and' 
about  facing  the  problems  we  have  with  both  these  groups.     So  I    will  tell 
you  in  a  general  way  how  we  get  increased  processing  facilities  out  Of 
this  maze  of  war  organizations  v/ith  the  conflict  and  the  demand  thnt  there 
is  for  the  very  critical  materials  that  are  needed  by  us  in  our  claim  that 
food  is  an  important  part  of  winning  the  war.     That  moans  that  v/e  have  to 
make  a  very  good  case  for  every  application  that  comes  here.     It  isn't 
simply  a  matter  of  a  producer  saying ," I  nee d  this,  it" is  going  to  process 
a  needed  agricultural  commodity."    The  time  when  that  argument  was  strong 
enough  passed  a  long  time  ago.  ■  In  every 'case  where  there  is  a  requirement 
for  a  critical  material,  and  that  means  metal  primarily,  eadh  case  has 
to  be  me.de  stronger.     So  in  talking,  with  s,^  me  one  who  has  the  idea  of 
expanding  his  plant  to  process  a  .  comi-iodity  which  has  increased  in  his  area, 
and  the  increases  are"  in  every  area,  the  things  you  want  to  consider  are 
the  se :  .  .  ■  • 

In  the  first  .place,  if  he  is  a  processor,  is  he  'a  good  one?    Has  he  a  good 
reputation?    Has  he  always  maintained  good  standards  and  a  good  clean 
plant?     In  the  . -second  place,  you  want  to  ascertain  if  he  has  really 
made  some  plans  and:  knov/s  what;  he  is  up  to.     If  he  has,  has  'ho  had  his 
engineers  canvass- the  field  for  a  proper  building,  properly  located,'  with 
a  boiler  in.  it.    A  naw  boiler  is  hard  to  get. ■    Ha.s.:.he.  tried  to  find 
second  hand  material  that  c.an  be  used?    That  includes  motors.     If  he 
hasn't  foimd  used  motors  we  will  be.  glad  to  help  him,  but  new  ones  are 
out.     If  he  is  expanding  his  plant,  has  he  the  basic  facilities  for 
handling  the  commodities?    For  instance,  if  he  is  a  canner  and  is  going 
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i'nto  dehydrating  vegetables,  has  he  the  preparation  equipment  -  everything 
except  the  drying  unit?    We  expect  he  hasn't  got  that,  but  in  some  cases 
they  may  be  assembled,  homemade.    He  can*t  get  a  new  drying  unit  for  six 
months.     If  he  needs  a  building,  go  into  every  detail.    On  reinforced 
concrete  construction  the  War  Production  Board  will  say  no,  that  takes  . 
steel.     Steel  rail s--impo ssible .    A  few  hundred  yards  of  electric  wire 
outside  the  plant,  they  say,  is  unnecessary;  he  should  go  somewhere  else 
and  get  closer  to  the  power  lines.    When  you  get  down  to  the  fundamentals 
in  food  processing,  there  are  two  metals  which  you  should  have  to  keep 
food  clean.    One  is  stainless  steel,  which  was  used  more  than  any  other 
metal  in  food  processing.    Now  there  just  isn't  but  very  little  of  it,  . 
so  we  must  consider  other  things.    They  thought  for, a  while  in  drying 
eggs  and  milk  they  had  to  have  stainless  steel  drying  chambers.    Now  we 
may  be  able  to  get  a  stainless  steel  shaft,  because  we  find  the  discolora- 
tion which  comes  from  using  anything  else  is  likely  to  cause  a  good 
product  to  be  turned  down  by  the  inspectors. 

So  far  as  your  producer  is  concerned,  if  he  hasn't  conducted  a  search 
for  used  materials  there  is  going  to  be  endless  delay,  and  one  thing  we 
must  keep  in  mind  is,  that  what  v>re  are  interested  in  is  production  now. 
A  plant  which  con't  get  into  operation  in  six  months  in  any  of  the 
programs  to  meet  our  needs  is  wasted  material. 

Another  thing  to  keep  in  mind  is  what  his  production  s.chedulo  is  to  be. 
Is  he  going  to  be  able  to  use  this  equipment,  not  Just  eight  hours  a  day 
for  a  season  say,  of  three  or  six  months ,  but  any  plant  to  got  any 
critical  material  must  expect  to  operate  a  minimum  of  20  hours  a  day  for 
300  days  a  year.     So  in  food  processing,  which  is  normally  pretty  seasonal, 
a  man  has  got  to  use  ingenuity  in  seeing  that  new  and  old  facilities 
will  be  used  to  that  extent.     The  question  of  tim.e  of  operation  leads  to 
an  understanding  of  the  very  criticalness  of  most  of  the  materials  that 
are  required  in  food  processing. 

Then,  you  will  hear  from  certain,  milk  producers  who  have  been  delivering 
to  an  evaporating  plant  that  the  demand  at  the  plant  is  not  what  it  was, 
they  are  not  finding  the  outlet  that  was  there.    The  fact  is,  Y;e  are 
still  buying  all  the  evaporated  milk  that  is  being  produced.    We  don't 
want  it  as  we  did,  and  are  trying  to  convert  to  dried  milk.    We  are 
taking  v/hat  is  available,  but  not  at  the  price  we  were  paying  when  we 
wanted  it  so  badly,  and  naturally  there  is  not  the  demand  that  there 
was.     So  far  as  the  producers  are  concerned,  you  are  going  to  find  that 
kind  of  pressing  inquiries  coming  to  you.    What  are  they  going  to  do 
with  that  milk?    You  aren't  supposed  to  know  the  answer  to  that,  neither  • 
am  I,  but  they  want  to  know  right  away,  and  I  think  in  cases  like  that 
a  telegram  to  ¥x»  Hendrickson  would  be  warranted  with  the  full  story. 
Similar  requests  come  in  from  vegetable  producers  and  others. 

It  may  be  there  will  be  opportunity  for  somebody  who  doesn't  know  any- 
thing about  our  needs  for  dehydrated  vegetables  to  go  into  the  de- 
hydrating business.     It  may  be  in  certain  areas  we  haven't  quite 
discovered  they  are'  getting  into  big  production,  and  facilities  for 


dehydrating  vegetables  are  needed,  so  let  us  know  if  it  ties  into  the 
program.    Our  needs  for  dehydrating  plants  are  not  even  known  yet. 
The  business  of  dehydrating  vegetables,  v/hich  was  a  small  business  in 
our  country  up  to  a  little  over  a  year  ago,  is  being  tied  up  to  the 
increased  production  of  vegetables,  and  the  plant  must  be  properly 
located  to  produce  the  products  we  want  m.ost.    The  Army*  s  requirements 
are  90  percent  of  the  total  on  dehydrated  vegetables.     So  what  you  will 
v/ant  to  know  is  what  the  Army  wents  in  the  way  of  dehydrated  vegetable s« 
They  want  potatoes  and  cabbage— a  lot  of  dehydrators  ar-o  scared  of 
cabbage,  it  is  too  bulky  and  it  is  new.     They  want  onions.     In  a  general 
way,  all  I  can  say  about  producers  who  come  to  you  with  problems  of 
increased 'facilities- is,  that  the  best  thing  is  to  get  them  in  here  imd 
we  will  get  them  around  to  the  commodity  branches,    imd  I  have  seen  som.e 
pretty  quick  action  on  inquiries  th^.t  have  com.e  in.     You  have  got  to 
try  to  help  them,  because  always  in  back  of  the  mind  of  the  producer  or 
the  grower  is  the  idea  that  he  was  asked  by  the  Secretary  of  Agriculture 
to  grow  food,  and  it  i s  up  to  us  to  use  it  properly. 

m  a  general  way,  this  dehydration  program  is  one  v/hich  is  now  dominating 
our  interests;  that  is  natural,  because  it  is  a  new  field.     Every  war 
has  brought  a  dehydrated  demand,  a  demand  for  dried  things.     In  this  v;ar 
that  is  particularly  true,  because  of  the  area  of  the  world  that  has  to 
be  covered  and  the  limited  transportation  it  is  ivorse  than  it  was  last 
ti:ae.     In  the  last  war  most  of  these  dehydr'^.tirn  projects  xvere  gone  into 
rather  hurriedly,  but  in  this  ^A^ir  we  were  better  prepared.    As  far  as 
research  and  scientific  study  in  the  preparation  of  materials  went,  we 
know  pretty  well  how  food  had  to  be  dried  in  order  to  be  palatable,  to 
retain  its  essential  quality.    And  we  had  one  other  thing  in  mind,  that 
there  should  be  a  v;orld  market  for  dehydrated  American  vegetables,  milk, 
eggs,  and  meat,  after  the  war,  if  the  product  that  we  imke  now  is  accept- 
able to  those  v7ho  use  it.     It  never  has  been  before.     So  we  are  trying, 
with  the  small  amount  of  material  available,  to  put  science  into  all  these 
projects  in  order  that  we  make  an  acceptable  material  which  mil  not  be 
finished    when  the  war  is  over*     Th^.t  leads  us  to  another  thing--the 
financing  of  the  plants.     It  is  entirely  possible  for  a  group  or  an 
individual  to  be  financed  with  Govern^:ent  funds  as  a  war  time  project. 
When  we  started  on  the  dried  milk  program,  we  financed  I  think,  ten  plants. 
A  majority  of  them  were  cooperatives »    The  money  for  the  construction  was 
located  either  by  Defense  Plants,  which  is  branch  of  R.F.Ci  RoF.C.  it self 5 
in  some  cases  Farm  Credit;  or  Farm.  Security.     It  could  be  almost  any  one 
although  the  limitations  on  some  are  different  from  others.     They  entered 
into  contracts  to  construct  the  plant.    Y>Tien  it  h?  s  been  put  into  operation, 
we  hp~ve  funds  which  were  given  us  by  Lend-Lease,  whereby  the  Department  of 
Agriculture,  that  means  the  United  States  Government,  takes  title  and  makes 
reimbursement  for  the  construction  loan,    ''"^e  then  contract  with  the  operator 
of  the  plant,  whereby  he  pays  us  as  rent  10  percent  of  the  cost  per  year 
for  ten  years,  plus  an  interest  of  3-l/2  percent.     If  the  war  were  to 
continue  for  ten  years,  at  the  end  of  that  time  the  plant  would  be  his. 
If  the  war  terminates  before  that  tiiiB,  what  he  has  paid  is  credited  to  the 
total  cost  and  negotiations  are  undertaken  whereby  he  may  take  over  the 
plant  or  the  Government  may  continue  to  operate  it.     It  i s  rather  a  compli- 
cated setup,  that  m.eans  it  is  rather  slow,  and  often  we  have  had  delays 
which  were  primarily  financing  delays,    ^or  that  reason  it  tends  to  slow 
up  the  program.    That  was  all  right  six  or  eight  months  ago,  but  now  we 


.find  that  many  canners  who  were  -properly  equipped  v/ith  boilers,  a  good 
plant  and  trained  workmen  quite  naturally  stopped  into  the  vegetable 
dehydrating  program  by  financing  themselves.     In  the  vegetable  dehydrating 
program,  I  believe  wo  have  only  financed  one  whole  plant,  and  partly 
equipped  another  plant,  and  there  has  been  no  other  government  financing, 
not  because  it  isn*t  available,  but  because  they  could  finance  themselves o 
They  want  to  go  in  it  on  a  permanent  basis,  and  they  loiew  they  could  get 
into  operation  much  more  readily  by  doing  their  own  financing.     One  other 
thing o    A  number  of  these  plants  that  are  going 'into  the  new  wartime 
progreuns  on  food  processing  are  able  to  get  an  amortization  under  the  ?far 
Department  which  is  pretty  helpful.     It  covers  a  period  of  five  years. 
It  is  perfectly  proper  that  a  war  time  venture  along  the  lino  of  the 
powder  plants  and  plants  being  put  up  to  make  non-food  war  meterials, 
apply  for  this  amortization.    Jle  come  under  the  same  regulation.    Wo  pass 
on  the  applications  here.    Y%  look  into  them  very  carefully  because  we 
want  to  be  sure  the  Government  is  going  to  lose  nothing  under  this 
amortization  but  is  really  gaining  a  needed  wartime  facility  which  was 
planned  intentionally  as  a  wartime  project. 

Question:     Does  that  apply? 

Mr.  ''''^yckoff :     Yes,  it  does;  it  applies  to  almost  an\i:hing  constructed  to 
meet  a  war  need. 

Dr.  Gold:     There  are  two  things,  if  you  would  review  them  briefly  I  think 
it  would  be  helpful.    One  is,  if  you  would  just  sketch  the  lines  from,  the 
application  on  through  so  that  they  would  know  the  channels  through  which 
things  go,  and  the  other  is,  if  you  ivould  mention  a  little  about  this 
bank  of  metals . 

}llr »  Wyckoff :    Well,  under  our  dehydration  program  we  were  asking  for  110 
million  additional  pounds  of  dried  egers.     By  the  time  that  is  produced, 
we  will  have  an  annual  production  of  over  L,22  million  pounds.    We  have  89' 
plants  in  operation,  we  are  going  to  have  13U»     So  you  can  see,  as  far 
as  dried  eggs  are  concerned,  that  is  a  pretty  big  program.    Actually  we 
have  ■ enough  applicants,  worthy  applicants,  to  carry  on  this  program  with 
very  little  financing  among  them.    Under  the  vegetable  dehydration  program 
which  is  not  yet  complete,  we  have  66  million  pounds  we  are  working  for 
right  now,  that  is,  annual  production.     Because  there  was  so  little 
vegetable  dehydrati'-^n ,  the  program,  was  sto.rted  in  this  way:     Every  good 
cannor  and  everybody  who  had  ever  done  any  dehydration  of  vegetables  was 
sent  a  questionnaire.    He  was  asjced:    Are  you  interested?     If  so,  please 
tell  everything  abo'At  your  facilities  and  equipment.    TiTe  were  interested 
to  find  that  over  200  firms  applied.    We  didn^t  need  much  over  ^0,   so  you 
can  see  we  had  a  pretty  .good  choice.     S^me  wouldn't  do.     Some  said,  "If 
the  Gbvernment  wants  ne  t^.  go  in,  I  will",  that  was  too  half-hearted. 
When  the  applications  came  in,  they  were  considered  by  a  board  made  up 
of  representatives  of  the  Quartermasters  Corps,  representatives  of  our 
OTA/n  Fruit  and  Vegetable  Branch,  and  the  War  Production'  Board's  food 
people.     I  sat  in  on  a  .  good  many  of  those  meetings  and  have  seen  how 


thoroughly  they  consider  every  application  that  comes  in.    They  have 
accepted  so  far  around  50*    They  then  write  the  man  an#  say,  "If  you 
will  dehydrate  certain  vegetables  and  if  you  will' do,  so  much  on  full 
production,  we  are  sending  you  an  application  to  fill  out  for  the  material 
you  need."    That  is  Form  PD~200  that  goes  to  the  engineers  in  the  War 
Production  Board  and  to  our  own  men.    Mr.  Meal  has  a  man  who  has  been 
experimenting  for  years  7/ith  dehydrating  machinery  and  equipment..  Then 
the  stripping  process  begins— to  cut  out  critical  metals.    Then  the  appli- 
cation is  considered  by  the  Priorities  Committee  of  the  War  Production  , 
Board,  and  so  it  goes  on  its  way  toward  the  issuing  of  a  certificate. 
T/ithin  a  period  of  four  days  last  week,  they  issued  certificates  for  35 
of  these  plants,  every  one  of  them  self-f inanced,  the  best  of  the  food 
producers  in  the  country,  Heinz,  Phillips,  Campbell,  all  the  way  doT/n 
and  including  a  good  many  of  the  smaller  ones.    And  most  of  those  plants, 
because  so  much  of  the  equipment  is  already  there,  will  be  in  full  pro- 
duction within  90  days,  if  the  man  can  get  the  materials  needed.    To  get 
mriterials,  we  found  it  was  getting  increasingly  difficult  with  favorable 
priorities,    A  plan  was  developed,  here  I  believe,  for  the  establishment 
of  a  metals  bank  to  cover  this  dehydration  program.    A  careful  study  v/as 
made  of  the  metals  which  would  be  needed  to  construct  the  plants  that 
would  be  required  to  meet  the  production  that  we  wanted.     It  was  all 
added  together,  and  the  Food  Requirements  Ccmmdttee  submitted  it  to  the 
War  Production  Board,  and  iibr ,  Nelson  gave  it  his  approval  and  said,  "We 
will  set  aside  this  much  metal  for  this  dehydration  program."     I  am  told 
that  boi:h  Mr.  i^elson  smd  Secretary  V'Jickard  are  very  much  interested  in 
this  as  a  war  time  project.    The  material  was  set  aside  under  what  is 
ca.lled  priority  Aii-3  rating.  .  There  is  nothing  better  except- the  Army 
and  Navy  priority  for  fighting  equipment.     That  m.eans  when  this  PD-200 
gets  through  the  priority,  division,"  a  rrrji  draws  on  the  bank  for  what  he 
needs  and  it  is  charged  to  the  bank,  and  the  man  should  be  able  to  get 
anything  that  he  needs  with  the  A^*-3  rating,  primarily  because  the  bank 
has  been  set  up.    Through  economies  v^re  are  going  to  have  some  metal 
left  over  and  may  be  able  to  increase  the  program..    We  are  discussing 
that  possibility  because  we  are  going  to  neod  more  products  than  we  asked 
for  at  first.    We  know  v/hen  the  bank  is  gone  we  are  going  to  have  to  go 
through  the  whole  process  again,  p-nd  it  is  increasingly  difficult  to 
get  a  new  one  set  up,  and  without  the  bank  there  is  a  question  whether 
there  can  be  much  increased  Droduction. 

Question:    Have  you  set  up  any  plsmts  at  all  from  appropriations? 
llbr  >  'A^ckof  f :    A  number,  particularly  in  mdlk.  .       .  ' 

Question:     Outside  of  milk? 

Mr.  Wyckoff :     In  vegetables,  as  far  as  I  know  there  is  only  one,  that  is 
in  California,  which  we  financed  at  tho  beginning..     It  came  along  ahead 
of  this  e^tpanded  program.. 

MTo  Cappelman:    Now,  when  we  set  out  tn  help  farmers,  what  attention  are 
we  paying  to  the  producing  areas  on  the  varijus  vegetables  that  will  be 
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needed  in  setting  up  the  plants,  tying  that  in  with  the  labor  situation 
and  such  as  that?  ® 

Mr.  Wyckof f :    That  is  the  next  step,  and  is  one  which  will  be  taken  after 
the  plants  have  been  established.     Having  set  up  the  plant  for  potatoes, 
for  instance,  with  equipment  which  is  used  in  the  preparation  of  potatoes 
for  dehydration  what  you  want  in  that  area  is  all  potatoes,  and  in  another 
area  it  means  all  cabbage.     The  next  step,  when  the  plants  have  been  set 
up,  is  to  see  that  production  in  the  surrounding  area  is  adequate  and 
meets  the  needs. 

Mr.  Cappelman:     It  looks  like  the  first  thing  to  do  would  be  to  set  it  up 

in  an  area  where  they  have  the  production? 

Mr.  Wyckof f:     That  has  been  done.     In  each  case  they  have  considered  the 
production  and  the  quantity  produced  in  all  the   surrounding  counties. 

Dr.  Gold:    Would  you  say  a  word  about  the  dohydration  schools? 

Mr.  Wyckof f  :    Dehydrating  is  so  new  it  is  very  difficult  to  get  trained 
help  for  it.    The  Regional  laboratory  of  the  Department  in  California  has 
specialized  in  dehydration,  they  are  probably  further  ahead  in  it  than 
anyone  else.    Two  schools  are  to  be  operated  for  training  men  from  each 
plant,  maybe  the  foreman  or  the  superintendent,  or  someone  who  can  carry 
back  the  information  on  dehydrating  procedure.    The  first  school  is  in 
California,  the  last  half  of  September,  and  the   second  is  in  New  York 
State  the  first  part  of  October.     People  may  go  only  by  invitation;  they 
are  inviting  only  those  participating  or  planning  to  participate  in  the 
program.    They  may  have  to  repeat  the  course,  because,  they  have  so  many 
applications,     I  think  they  are  planning  to  have  classes  of  about  5C» 

Reed:    When  they  set  up  the  bank  that  means,  once  set  up,  the 
clearance  of  price.    Does  the  producer  use  an  account  in  getting  his 
equipment? 

Mr.  W^ckoff :     So  far  they  have  gotten  their  equipment  because  of  high 
priority  rating  of  the  bank,  AA-3.    Of  course,  as  time  passes — and  this 
is  why  time  is  so  important;  the  priority  rating  of  A-1  three  months  ago 
is  no  good  now  for  such  things  as  copper  end  stainless  steel;  the  priority 
rating  of  AA-3  which  we  got  about  six  v/eeks  ago,  was  tops  at  that  time, 
but  AA-3  ni^y  ^"^"t  "be  enough  to  get  a  man  a  boiler  today.     In  that  case,  if 
he  has  everything  else  but  his  boiler,  and  the  manufacturer  says  he  can't 
give  him.  a  boiler  because  the  Navy  wants  it,  the  man  has  to  come  back  and 
we  try  to  get  him  one  . 

Question:     How  fast  is  it  actually  getting  out  now? 

]\/Ir.  Wyckoff:    The  first  certificates  from  the  War  Production  Board,  that 
means  drafts  on  the  bank,  were  approved  on  the  11th,  and  another  batch 
went  through  on  the  ll+th,  . 


Dr.  Gold:     I  an  going  to  suggest  a  five -minute  recess. 

Mr»  I  would  like  to  get  Kr.  lYyckoff  to  make  one  more  point  e 

I  think  he  ought  to  say  a  word  as  to  the  care  mth  which  the.  committee 
looks  at  these  things  on  a  geographical  and  climatic  basis,  so  that  in 
some  regions  there  won't  be  too  much  optimism  or  pessimism  about  what 
we  are  or  are  not  doing, 

Wyckoff:    That  is  a  good  point,    lAlhether  by  prejudice  or  by  knmdedge, 
I  don't  know,  but  there  are  certain  areas  in  the  country  where  the  vege- 
tables are  mt  considered  suitable  for  dehydrating.    The  South  is 
particularly  vulnerable.    They  look  with  a  pretty  jaundiced  eye  on  appli- 
cations from  certain  of  the  Southern  States, 
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PROGRAM  FORMULATION  AliD./DDiim.  mOCmjK^   "  ■ 
•Budd  -A-*  Holt,-  As-q,istant  Acimi-nistrator 

•■'  .  .  -  .This  Lioming  Dr,  Gold  outlined  or  euirrierated  about  12  types  of 

-programs  that  the  AliA  fcnnulates  and  admnisters.    I  have  oeen  asked  to  com- 
ment bid.efly  on  certain  aspects  of  the  problem  of  prograjfi  formulation  and 
developm.ent •    I  i'Yil3.-not  attemxpt  go  coTer  aj.l  of  the  12  types  of  programs 
mentioned  by  Dr.  Gol.d  but  instead  Yiijl  conf  jne  my  remarl:s  to  certain  of  the 
so-called  "new  aeal"  marketing-  prograxis  plus  certain  nev/  tj^es  of  programs 
that  have  become  necessary  because  of  the  War,    These  marketing  pro£,rams 
for  the  r.ost  part- involve  regulatory  and  financial  means  of  controlling 
market  supplies.    1  do  not  prcjjose  to  tell  you  hoY-r  any  one  of  uhese  pro— 
gramis  should  be  foimulated  or  to  dj.scuss  the  detailed  steps  of  program,  foi^ 
mulation.    The  procedure  is  somewhat  different  kind  of  program,  and  it 
■would  be  someYyhat  bcresome  to  -  go  through  all  of  this  detail. 

I  vfish  first  to  point  out  the  fact  that  many  changes  have  taken  place  during 
the  past  several  years  in  respect  to ' the  types  of  marketing  programs  deve- 
loped by  AivlA.    Pihile  I  do  not  like  to  ■discuss  the  jjast  too  much,  1  think  a 
certain  amo^ant  of  ,  revievf  desirable  because  many  of  the  people  thr.t  you  Yd-11 
be  dealing  mth  may  not  be  aware  of  the  changes  Tviiich  have  talcen  place  in 
these  programs  .since  they  'vvere  first  undertaken.    They  may  be  thmkiiig 
back  in  terms  of  conditions  which  existed  from  1933  to  1935  for  instance. 
Several  factors  have  caused  substanti-1  changes  ii"^.  our  program.s  s'ince  tiiis 
early  daf/O.    First,  arid  m-cst  impoi'^nt,  is  the  fact  that  the  economic  con- 
ditions in  agricul'Gure  have  improved  substantially  since  1933*  Second, 
there  ha.ve  been"m.any  changes  in  the  legis3.ative  authoritj?"  under  v/hich  such 
■programs  are  developed.    Faa^allelling  these  changes  ana  closely"  related  to 
them  has  teen  a  change  in  administrative  policy.    It  is  perhaps  someivhat 
difficult  to  determine  y/iiJ  ch  is  cause  and  which  is  effect. 

Our  initiad  authority  to  fororaolate  maarketing  program.s  was  that  .contained  in 
the  original  A.gricultural  Adjustm.ent  Act  of  1933}  Yhiich  authorised  the  deve- 
lopment of  marketing  agreements  and  licenses.    Beginning  with  this  initial 
authority,  our  present  marketing  agreement  prograi:!  has  been  developed.  At 
the  time  that  this  legislation  was  passed,  producers  were  facea  with  ea::- 
cessive  surpluses  and  ruinously  low  prices.    Therefore,  the  original  objec- 
tive of  these  programxS  was  to  develop  plans  for  supporting  prices  to  pro- 
ducers.   These  initial  plans  involved  various  means  of  manipulating  or  limi- 
ting market  supplies.    Various  proration  schemes  Yrere  developed  a,s  Y^ell  as 
plans  for  eliminating  certain  grades  and  sizes  of  comiodities.  Likewise, 
various  surplus  pools  were  developed  Y.aLth  pj.ans  for  diverting  surpluses  to 
other  market  outlets.    These  orcgra^-S  Y/ere  c^arried  out  through  voluntairy  con- 
trol means  supplemented  by  regulatory  control.    They  did  not,  hoi^ever,  involve 
the  use  of  Federal  funds,     furing  the  period  from  1933  to  193''/  our  marketing 
agreement  legislation  underv;ent  consiaerable  change.    These  changes,  hoYf- 
ever,  rela-ted  orimarily  to  improving  the  technr'que  of  er-f  orcem.ent.  They 
did  not  change  the  fundamental  objective  of  the  original  .Act. 

In  1935  2-  new  type  of  program  Y:as  authorized.     Section  32  frnds  were  made 
available  to  the  Department  under  *a  suf "^iciently  broa.d  airthority  to  permit 
about  the  sajie  kinds  of  supply  control  programs  a,s  were  authorized  under  the 
Marketing  A.greement  Act,  except  that  it  became  possible  to  substitute  money 
pa3^TTient3  for  vol^untary  and  regulatory  control.    Originally  there  Y^ras  a  de- 
cided tendency  to  conserve  the  use  of  Section  32  funds  and  substantial 
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funds  were  not  expended  and  were  therefore  returned  to  the  Federal  Treasury. 
It  is  interesting  now  to  note  that  there  was  a  certain  'iimount  of  administrative 
resentment  to  the  idea  that  it  T/as  necessary  to  make  money  payments  to  a-ccom- 
plish  the  objectives  previously  carried  out  by  farm.ers  and  agricultural  groups 
on  a  voluntary  and  regulatory  basis.    There' was  a  feeling  that,  if  payments 
were  made  as  a  means  of  diverting  surpluses,  there  vj"ould  be  less  vallingness 
by  these  groups  to  assist  in  solving  their  own  m.arketing  problem^s  under  the 
type  of  legislative  authority  previously  authorized.    Gradually  the  problem 
of  program  fonmilation  became  one  of  coordinating  the  use  of  Section  32  funds 
with  the  marketing  agreement  program  for  each  particular  industry.  Interest- 
ingly enough,  this  resulted  in  some  instances  in  requests  for  marketing  agree- 
ments for  the  main  purpose  of  securing  financial  assistance  under  Section  32* 

The  types  of  programs  initially  developed  under  Section  32,  as  already  indi- 
cated, had  about  the  same  objectives  as  the  marketing  agreem.ent  program. 
Various  t^pes  of  payments  were  made  to  'divert,  surplus  commodities  to  secondary 
uses  or  to  keep  the  less  desirable  grades  of  corrmodities  away  from  normal  mar- 
ket outlets  and  thus  increase  prices  to  producers.    Farm  products  were  purchased 
and  donated  to  relief  groups,  but  the  fundamental  objective  of  these  purchase 
programs  was  that  of  increasing  farm  prices,  and  these  programs  were  appraised 
on  the  amount  of  benefit  uo  producers'  income  that  could  be  secured  from,  the 
funds  expended.    A  minimimi  of  emphasis  Y/as  placed  on  the  needs  of  the  relief 
customer.    E:q:ort  subsidies  were  likewise  undertal<ce]n  for  the  some  objective. 

The  change  in  policy  in  respect  to  Section  32  purchases  has  been  quite  signi- 
if cant  and  should  be  emphasized.    The  peo|?le  you  deal  vfith  may  not  all  be  fam- 
iliar Ydth  this  change.    They  may  not  have  moved  a.h.ea.d  as  rapidly  as  some  of 
the  rest  of  us.    They  do  not  all  appreciate  the  need  for" food  among  the  low- 
income  groups,  an  appreciation  which  we  did  not  have  anitislly.    I  doubt  if 
many  farm  groups  realize  the  dual  objectives  of  our  present  purchase  program. 
Initially  we  did  not  view  these  purchase  programs  as  having  a  ccnsumer  relief 
objective.    The  relief  outlet  was  merely  a  place  "where  surpluses  could  be  dis- 
posed of.    In  dealing  ivith  the  problems  of  sur;:lus  distribution,  however,  we 
soon  caiTiO  in  contact  with  the  food  probleia  of  the  i^nemployed.    Recognition  of 
these  problems  has  had  an  important  influence  on  our  purchase  programs.  It 
is  responsible  in  p^.rt  for  a  change  in  emphasis  from,  one  of  restricting  m.ar- 
ket  supplies  as  a  means  of  assisting  farmers  to  one  of  increasjjig  domestic 
consumption.    The  development  of  the  Food  Stamp  Prograiii  came  at  a  time  thatt 
the  importance  to  producers  of  increased  domestic  consiumption  was  becom.ing 
more  fully  realized. 

The  MA,  formerly''  StlA^  became  somewhat  concerned  regarding  the  effects  of  its 
.surplus  remiOval  programs.    There  was  a  realization  that  the  purchase  and  dis- 
'position  of  suipluses  as  a  means  of  supporting  producer  prices  might  possibly 
stimulate  further  surpluses.    This  raised  a  cmestion  as  to  whether  our  pur- 
chase programs  could  not  be  more  closely,  related  to  the  t^'pes  of  comnodities  whi 
v/hich  should  be  produced  instead  of  being  confined  to  bho  rem.oval  of  those 
surpluses  which  were  produced.    I  do  not  know  hovf  far  BAA  programs  will  go  in 
this  direction.     This  much  is  true,  hoyrever^  during  the  past  two  years,  when 
production  goad-S  have  been  under  consideration,  food  supplies  for  the  School 
Lunch  Program,  Food  Stamp  Program,  and  other  cirect  distribution  outlets  have 
.been  taken  into  account  in  production  planning.    I  mention  this  point  to  em- 
phasize certain  changes  in  the  direction  of  AM.  activities.    T/lien  considering 
.the  question  of  prograjii  formulation,  it  is  desirable  to  keep  this  fact  in  mind. 
Miile  Y/e  may  have  the  sam.e  basic  legislation  as  before,  it  might  not  be  the  best 
policy  to  undertake  the  same  tjpes  of  programs  that  have  been  undertalcen  in  the 
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past.    This  problem  is  not  merely  one  of  changing  adnin^.strative  policy^  but 
basically,  of  course ^  a  proolem  of  changing  conditions.    Look  at  our  situation 
today  as  contrasted  vrith  the  situation  when  these  typos  of  raarketin^  actiTities 
were  first  undertaken.    '■Je  har\re  a  few  instances  where  surpluses  still  exist ^ 
but  for  a.griculture  as  a  whole  there  is  no  surolus  problem.    Therefore  5  we 
should  expect  few  supply  restriction  programs  as  we  have  had  in  the  past.  Our 
object  today  is  a  war  job.     It  is  one  of  seeing  that  our  programs  are  directed 
first  of  all  to  getting  ample  supplies  of  food  produced  and  making  sure  that 
marketing  facilities  are  ample  to  take  care  of  these  supplies.    We  are,  of 
course,  purchasing  more  food  supp]-ies  than  ever  before  not  for  the  purpose  of 
getting  rid  of  surpluses.    In  the  past  v/e  virere  ali/ays  somre^vhat  pleased  when 
there  was  no  surplus  and  purchase  programs  would  not  have  to  be  undertaken. 
Today  our  basic  problem  is  that  of  finding  supplies  to  meet  the  numerous  pres- 
sing needs  and  of  devising  means  of  procuring  these  supplies  wj-thout  too  much 
effect  on  market  prices, 

I  have  briefly  s.ketched  the  background  cf  the  problem  of  AI,iA  program  f omu- 
latj,on,     I  will  now  mention  a  few  points  in  respect  to  program  development. 
The  proper  tim-ing  of  mc.rketing  prograir.s  has  always  been  an.  important  problem., 
Tijiiing  necessitates  plEiming  in  advance.    Under  present  conditions  lolans  must 
be  made  still  farther  ahead  if  the  food  problems  of  x-oday  are  to  be  met,  PlsJis 
must  be  miS-de  to  get  the  oommiodities  produced  and  processed,    b'e  ceji  no  longer 
wait  hoping  that  a  surplus  won't  arise  and  thus  obviate  the  problem.     This  isn't 
of  course  to  say  that  there  would  he  no  surpluses  cf  certain  commodities  under 
present  conditions., 

ALIA  marketing  progrms  are,  for  the  m<ost  part,  developed  by  our  Gominodity 
Branches,    Certain  aspects  of  the  administration  of  these  programs  are  carried 
out  by  the  Firchase  and  the  Distribution  Branches,    Tl.e  programs  are  set  forth 
in  what  we  call  dockets.    These  dockets  contain  the  details  of  the  programs, 
including  their  justification.    These  dcckets  m.ust  be  carefully  developed, 
cleared  through  the  Solicitor's  Offic<^  and  finally  ap-proved  by  the  Secretarjr. 
In  the  case  of  m.arketing  agreement  prograiris,  the  legal  aspects  m^ust  be  ps.rti- 
cularly  watched.    These  programs,  as  you  tmdoubtedly  Imow,  repuire  public  hear- 
ings at  Wiiich  alD.  interested  parties  must  be  gi'^.  en  an  opportunity  to  be  heard. 
They  requiire  a  referendtmi  of  producers  and  an  opportujiity  for  handlers  to. 
sign  before  they  can  be  miade  effective.    The  details  of  this  procedure  are  cov- 
ered in  published  regulations.    You  should  become  lamj.liar  with  these  regula- 
tions • 

Before  purchase  programs  using  Section  3?-  funds  are  undertaken,  similar  dockets 
must  be  developed  and  approved  by  the  Secretary,    The  dockets  constitute  Ai-aA's 
authority  to  proceed.     They  usually  specify  the  iTiajzhxcm  funds  to  be  expended, 
the  miaximum  pi'ices  to  be  paid,  and  the  ma>:iiiiujri  quantity  of  the  commiodity  that 
m.3y  be  purchased.    They  also  designate  the  grades  to  be  purchased,  the  area  in 
which  purchases  may  be  made,  and  the  cli.ases  of  vendors  from  whom  purchases  may 
be  made.     They  likewise  specify  the  method  or  methods  by  which  purchases  are 
to  be  made,  that  is  whether  bids  are  to  be  taken  or  if  the  purchases  are  to  be 
made  at  announced  rates,  or  Tvhether  purchases  are  to  be  made  on  comiTiodity  ex- 
changes.    Proper  de\"elopm^ont  of  uhese  purchase  programs  obviously  necessitates 
detailed  familiarity  with  the  market  conditions  of  each  commodity  and  a  good 
deal  of  economic  analysis  as  to  the  possible  effects  of  the  programs. 

There  is  now  under  consideration  a  char^ge  in  Section  32  purchase  docket  pro- 
cedure.    It  is  proposed  that  there  be  one  master  purchase  docket  with  supple- 
m.entary  commodity  programs  developed  by  the  CoLiriodity  Branches  and  approved 


by  the  Administrator*    This  cha.nge  in  procecb.re  is  d8si,_,ned  to  permit  quj.cker 
action^  save  paper  vfork  and  give  greater  admini.strative  flexibility. 

Diversion  and.  export  subsidy  programs  are  somewhat  more  speciaJ.iaed  than 
our  purchase  programs,    "Oivei'sion  programs ^  such  as  the  development  of  neiv 
uses  for  coiimiodities^  diverting  suip;lus  aupplies  to  secondary  outlets^  mil 
probably  take  secondary  pl^ce  under  present  economic  conditions. 

Just  a  word  about  the  Food  Stamp  Program..     I  know  that  you  are  f  aiiiiliar  with 
its  operations  in  the  field  and  it^j  general  purpose.    One  docket  is  approved 
each  year  for  this  pro  grain,    Coitimodities  to  be  on  the  Blue' Stamtp  List  are 
considered  ea.ch  month.    In  this  connection ^  consideration  is  given  to  the  pri3e 
and  supply  situa.tion  concerning  the  conkiiodity  and  the  appropriateness  of  the 
coMiiodity  from  the  nutritional  vier>rpoint.    Such  considerations  are^  of  course, 
important  in  connecrbion  mth  conaiiodities  pui'chased  f  oi"  whe  Scliool  Lunch  Pro- 
gram and  for  other  direct  distribution  programs.    Needless  to  say^,  the  nutjr'ition 
problem  of  the  unemployed  could  not  be  met  toda2'''  if  only  surplus  coiiimodities 
were  purchased  and  distributed. 

Most  of  our  purchases  are  noYf  laade  under  a  so-called  "GeneraJ.  Comraodities 
Purchase  Program"  and  then  transferred  against  Section  32  funds  if  needed  for 
school  lunch  or  direct  distribution.    Similar  transfers  are  made  to  Lend-Lease^ 
Red  Cross,  and  Territorial  dmergency  funds,  or  the  commodities  may  be  sold  to 
the  Army,  Navy,  or  other  Governmenta]-  agencies.    The  Gener'^.l  CoiTmodities  Pur- 
chase Program  is  financed  in  the  first  insoance'  by  a  revolving  fund  secured 
from  the  Coimuodity  Credit  Corporation.     Legall"^",  MIA  operates  as  an  agent  of 
CoiTimodity  Credit  Corpora.tion  in  making  these  purchases. 

Eecaxuse  of  the  great  n-umber  of  needs  for  whiich  we  are  now  makiLng  purchases, 
and  particularly  the  great  volmne  of ' lei .l-lease  oper  tions,  our  buying  programs 
require  much  more  long-tame  plarjriing.    Our  problem  is  actually  beccming  one 
of  food  managEment,    Plans  must  be  developed  to  assure  the  obtadning  of  sup- 
plies to  meet  these  various  needs  and  to  meet  them  Yfhen  the  supplies  are  v/a.nted. 
In  developing  these  plans,  we  must  consider  the  effects  of  our  opera.tions  on 
the  i-vhole  price  stmcture.    There  is  "little  worry  now  about  the  reasonableness 
of  producer  prices.    We  must  coopera.te  with  the  OPA  in  j.ts  price  ceiling  pro- 
grams,    iVe  must  buy  in  advance  to  meet  a.end-lease  shipping  schedules.  This 
means  that  we  must  emjiloy  the  use  of  Ep:K,'ial  means  of  procurement,  such  as  WPB 
reservation,  allocation  and  requisition  oiders.    In  most  cases  we  must  be  pre- 
pared to  assimie  initiative  in  recommending  the  development  and  use  of  these 
WPB  powers.    Obviously,  we  are  obliged,  to  carry  larger  and  larger  stx3ks  to 
meet  our  expanding  reqvirements.    We  cooperate  with  the  Army  ajid  the  Navy  to 
avoid  in  so  fa.r  as  possible  the  doublj.ng  up  of  stocks,    -fe  must  avoid  in  so 
far  as  possible  price  cornpetiticn  with  these  other  Governmenta].  agencies. 

Thus  far,  I  hc.ve  not  mentioned  AiylA's  programs  ais  they  relate  to  the  Depart- 
ment's price  support  programs  which  are  ciesignated  to  secure  e:-Lpanded  food 
production.    Our  purchase  programs,  together  Y/ith  Comaodity  Credit  Corporation 
loans,  are  the  means  of  meeting  advance  comnitments  mad(3  by  the  Dep... rtment 
to  secure  eicpanded  food  prodvction.    Certain  of  the  supplies  -v/liich  we  buy  are 
obtained  from  the  Commodity  Credit  Coiporation, 

From  the  subject  which  7\ras  assigned,  to  me  for  discussion,  I  sm  afraid  that  some 
of  you  may  have  been  expecting  that  I  would  e.-qDlain  to  you  in  detail  the  manner 
in  ?j"hich  MA  marketing  programs  should  be  formulated,  or  developed,    A  good 
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deal  of  this  procedurs  is  set  forth  in  various  adrninictrative  iiieniQraiif'a.  You 
should  be  sure  to  secure  copaes  of  those  iiiemoranda.    A  ncYi  administrative  ineno- 
randujii  is  now  bei.ng  de"yelcped  on  Section  32  purchase  programs.    This  memorandum, 
is  designed  to  show  the  proper  f  •unctions  of  uach  of  thf;  various  Bra^nches  in  the 
development  and  operation  of  Section  32  purchase  proQ,]^am8. 

I  realize  ths.t  my  remarks  have  been  somevrhat  sketchy  and  bhat  they  may  have 
left  you  confused.     I  ha:vc  not  -'iscussed' these  programs  from  the  vie'vv'-point  of 
our  new  regional  set-up.     I  adll  bo  glad^,  however,  to  try  to  ansiTei  any  questions 
in  this  connection  which  you  may  care  to  ask,  if  there  is  time  for  s\;ch  ques- 
t  ions • 

DR.  GCLE'2    Miat  are  the  possible  implications  of  it? 

LlR.    HDLTs    You  meaji  so  far  rs  the  regional  Yrork  is  concerned? 

Wt^  GOLD s     I  "vTas  thinlcing  rs.oher  of  the  current  procedure  03,"  wiiich  ner.rly 
everything  except  the  stamp;  procedure  is  handled  by  :Lndi"7idi'.al  co:;iTiodity  dockets. 
Tfe  are  trying  to  have  some  docket  e:;xlusively  for  direct  purchase  the  sajne  as 
ire  have  for  food  stamps,    vitiat  influence  would  thac  ha.ve  on  our  operations? 

i']R.  HOLTs     It  need,  not  have  vny^  dependinr/  on  \'.h.a."':  is  done.    V-fe  Vv-on't  have  to 
go  to  the  Secretary  Yd.th  so  m.any  individual  coifflriOdit:y  do  :kets  or  clear  so  inany 
dockets  through  the  Solicitor's  Office.    I  thinl:  tlia'o  the  principal,  gain  would 
be  a  shortening  of  the  time  between  the  development  of  a  supplen- entary  coirjiiiodity 
program  and-  the  begimnng  of  purchase  operations. 

DR.  GOLD?  I  would  lil-ce  to  out  it  another  way.  Th.e  neYi  proce.aire  will  help 
locate  bottlenecks.  At  least  we  cannot  say  the  bottlenecks  are  between  the 
Adjiiinistrator '  s  O.ffice  and.  the  Secretary  from  xioyt  on.  The  Lvjme  limit  is  24 
hours  under  the  neii  set-up. 

ivjR.  HOLTs    You  seem  to  be  assumifig  that  there  are  some  bottlenecks,  Norm. 
DR.  GOLDS     It  is  a  fair  assi^iiption,  Budd. 

IIR.  KOLTs     I  think  I  can  tell  you  something  about  bottlenecks.     It  relaxes  to 
this  question  of  cnan^^e  in  the  purpose  of  Section  32  programs.'  Purchases  in 
the  past  were  made  primarily  or  only  -.vhen  needed  frohi  the  producers*  point  of 
view.    I  don't  think  there  ie  a  full  appreciation  of  the  fact  that  purchases 
must  be  made  for  the  School  Iu2ich  Prograivi  even  T/hen  there  may  be  little  real 
need  so  far  as  producers  are  concerned.    Fart  of  our  staff  may  noL  appreciate 
some  of  the  changes  that  ha:ve  taken  pla.ce  in  this  cormection. 
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I. 


TH5  D5VEL0PMENT  OF  A  M/^RKETIi^q.  PROGRAM 
Fred  V.  Vvaugh,  A33istc,nt  Ad^iiinistrator 


I  would  say  there  are  three  points  of  vie?;  of  what  o-or  job  is  in  the  -A.  "M.  A, 
both  in  Washington  end  in  regional  work.     I  ^^ould  J  ike  go  clarify.     The  first 
point  of  view  I  would  say  is  tnc.t  we  continue  tc  carry  out  v/hat ever -programs - 
we  have.     The  A.  M,  a.  v-as  set  up  a  short,  time  ago  by  co:^ining  three 
agencies  -  the  Agricultural  Marketing  Service,  the  Surplus  Iw^arketing  Ad.7iin- 
istration,  and  the  Coininodity  Exchange  Adr.iinistration.    as  soon  as  that 
was  announced,  of  course  we  got  busy    making  no?;  organization  charts  and 
mo-^/ing  people  around.    Some  people  se:.m  to  think  Lhat  our  job  is  simply  to 
do  the  same  things  in  the  sajiie  way  as  before,  but  under  a  ne;v  organizauion 
chart.     1  got  some  of  that  sam3  feeling  in  listening  to  the  discussion 
of  the  regional  setup  -  that  regionalization  seems  to  mean  to  some  people 
only  drav^ing  nev;  orga.-:izo.tion  charts,  hiring  a  fcv/  n:;-w  people,  and  chang- 
ing our  bookiveeping. 

I  would  say  the  second  ooint  is  represented  by  what  Otie  Reed  talked  to 
you  about  yesterday  -  aoing  a  joo  of  apjDraising.     I  hope  ail  -'ihe  regional 
offices  vvil±  take  c.n  accive  hc.nG  in  this  Xvork.     /e  will  not  begin  to  do 
our  job  unless  we  have  some  intelligent  appraisal  of  --vhat  our  programs 
are  accomplishing  and  some  suggestions  for  improving  them. 

The  tliird  point  of  viev;  goes  beyond  "Lhat.    as  I  scid,  we  have  more  to  do 
than  carryiiig  out  our  present  programs.     Cur  job  is  just  as  broad  as 
doing  whatever  needs  to  be  done  to  improve  the  marketing  of  farm  products. 
If  you  do  net  believe  that  is  our  job,  1  woula  like  to  read  two  sentences 
of  the  Memoranduiii  J?jr.  Grov^j ■  referred  to.     The  Secreta.ry'&  iiemoranduiii  No, 
•994  (March  16,  191^)'.  states .  "Effective  iminecriately  the  a.  M,  A.  v/ill  have 
prLmary  respcnsib:-li.y  for  all  action  pro^Tams  dealing  i-ith  the  physical 
diet ribuLion  of  fL.rm  products  between  the  farmer  and  the  consumer,  includ- 
ing     cnsportr.":,.Len,  storage;,  processing,  standardization,  market  organiza- 
t:  cji  cU':!  mai'keting  facilities,  this  ^.diiiinistration  shall  keep 

infci-med  about  all  probLc^iRS  in  tliis  fiele,  m=ike  such  investigations  as  are 
necessary,  end  take  whatever  steps  it  cc.n  to  make .  the  aistributien  of  farm 
products  as  efficisnt  as  eossibl^." 

That  is  a  v/hale  of  a  iob  and  it  is  a  -job  tlia.t  vou  fellows  in  th-^  regional 
offices  have  got  to  tackle  and  it  is  a  mor^  important  job  than  simply 
c^.rrying  out  our  present  programis.     There  is  another  mem.orandum  -  Admin- 
ist^^ator  Hendrickson' s  flemorandma  No.  4,  supplem^jnt  A.     If  you  h^ve  not 
al,l  read  it,  I  would  urgently  request  that  you  dl  read  it.  ■  lb  states 
\bc  objectives  of  uho  A.  M.  A.    Y-lo  should  all  be  thinking  about  these 
o-  jectives,  b-. cause  we  are  going  to  m-ake  a  lot  of  changes,  and  what  we  do 
n^  re  in  this  \/ar  period  m^y  have  some  profound  and  lasting  effects.  I 

hink  it  is  very  imporLant  that  ^,e  keep  in  mdnd  some  long-time  objectives 
of  what  we  want  done  in  ma.rketing  and  that  we  be  working;  out  new,  better, 
and  more  comprehensive  programs. 

Just  a  word  or  z\{o  about  ho\\!  that  'Con  be  acne.     In  the  firsu  plc.ce,  iiiost 
of  these  branches  have  somie  very  good  commodity  marketing'  soecidists 
and  economists  who  are  working  on  new  marketing  programs.    Ivir.  Reed  has 
told  you  abouL  the  Program  Appraisal  Division. 
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We  have  a  policy  coianoit tee  which  meets  with  i^.ir.  Hendriokson  once  a  week 
and  discuwsses  current  issues  and  policies.    That  ig  about  the  madaincry 
here  in  t/ashington  for  developing  marketin/r  prograias, 

I  might  mention  a  menioran -UiA  that  ..lost  of  you  ,rot  from  me.    I  sent  out 
a  memorandum  inviting  eve.ybody  go  send  in  to  me  any  suggestions  they 
had  for  new  marketing  p.rogram3.    The  I'eason  v;as  that  several  economists  in 
the  A.-  M,  A.      have  told  me.  that  they  have  proposed  ideas  vjhich  have  been 
delayed  and  which  have  noo  been  seriously  considered,.    We  need  to  get  then 
before  us,    I  got  severa'.  memorandujus   and  in  that  bunch  vvere  some  that 
I  think  were,  very  good,  aid  W3  have  some  people  looking  into  somo  of  them 
and  wo  have  been  doing  3C mething  about  some  of  them.     I  would  think  you 
regional  people  ought   .o  encourage  people  to  come  in  to  see  you  and  to 
talk  over  n-:;W  ideas,     f'  3t~j  is  a  tendency  for  so  le  marketing  people  to 
get  into  a  rut^  to  th.i-nK  that  v/e  ha/j  to  do  things  in  a  certain  way  just 
because;  -we  hive  been  doing  them  in  that  way.    It  does  not  mean  that  every- 
body has  got  to  b-;  se  iding  me  memorandu.iis .    Most  of  you  can  work  rigiit 
away  on  those  ideas  e  id  1  would  urge  that  these  things  be  discussed  with 
people  that  make  the  .•recommendations  and  you  need  not  be  in  too  much  of 
a  hurry  to  shov;  why  l  \c  suggestions  won't  work. 

There  is  a  Lendency  .ir.ong  economists  not  to  want  to  g^/t  out  on  a  limb. 
One  way  is  not  to  rtake  ;iny  analysis  at  all  c.nd  tho  other  is  to  hold  back 
and  wait  until  som...eoGy  starts  so..£thing  and  show  ';h..r'.  it  is  wong. 
I'Ye  might  have  v^conoj.'dLst j  Tvdth  original  ideas  and  who  are  willing  to 
submit  them,  and  I  ehink  wc  have  gob  to  have  thes^  proposals  coining 
along  and  to  d>^al  vitli  Lbe  serious  situations.     In  th^^  regional  offices, 
I  do  think  it  wdll  'bakj  somo  ex^jrience  to  w'ork  out  thi,';;-  long-time 
marketing  program.     I  do  not  think  it  is  simply  a  caej  of  dra.dng  a 
reorganization  chart.     I  ^hink  it  is  more  a  point  oi  view  as  to  what 
your  job  is  -  what  you  ..re  trying  to  do.     From  my  ov/n  point  of  view 
I  thirik  the  most  iniDortc^nt  thxng  to  do  is  to  get  to  ivork  on  the  aevelop- 
m^ent  of  an  adequate  and  comprehensive  marketing  prograin  for  each  region. 
I  suspect  that  most  of  you  are  going  to  need  one  good  economist.  You 
will  need  someone  with  training  in  marketing  c..nd  economics,    VJe  discussed 
tiiat  yesterday.     The  B.  A.  E.  is  closing  up  a  lot  of  field  offices  ond 
letting  a  lot  of  people  go  and  perhaps  i:hat  is  a  good  source  for  us. 
There  is  going  to  be  a  lot  of  difficulty  go  find  people  t.ric.t  kiiovi  som.e- 
thing  about  this  particular  type  of  marketing  but  I  think  it  is  important 
that  we  do  get  someone  thau  knov/s  something  about  marketing  out  in  these 
different  regions.    You  might  try  to  get  some  of  the  men  that  the  B.  A.  E, 
ai*e  letting  go. 

There  is  one  other  thing  -  I  think  vvu  are  going  to  need  some  sort  of 
regional  marketing  councils,  vdiich  will  be  advisory  groups,  in  'which 
you  would  pretty  regularly  bring  together  a  group  of  people  that  I  think 
should  represent  some  of  the  farmers,  and  colleg\j  oeoole  in  the  area, 
some  of  the  fcirm  organizations,  coop--^ natives  and  dealers.     In  some  of 
'these  areas  there  are  existing  groups  of  that  kind,  anci,  wheru  they  are 
it  would  be  better  to  use  them.     At  any  rate  I  think  you  should  have 
groups  of  this  kind,     I  do  want  to  v/ish  all  of  you  luck,  and  I  hope  that 
you  V'fill  got,  as  rapidly  as  you  can,  into  this  iimnjnsely  important  thing 
of  improving  our  present  marketing  programs  and  devuloping  butt'^r  ones. 
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Mil.  KITCHEN:     I  would  like  to  say  th£.t  I  agree  vath  Dr.  i^augh.     Just  to 
mention  the  matter  of  hogs,  the  O.P.i-..  has  anriounced  it  is  going  to  have 
price  ceiling  on  live  animals.     That  means  v^e  will  have  a  maximum  and  a 
minimum  and  if  everybody  has  to  i^ay  the  same  price  on  the  s.ame  animal, 
what  effect  is  that  going  to  have  on  markets?    If  you  have  to  pay  fixed 
prices,  you  do  not  have  to  have  skilled  salesmen  to  get  it  for  you,  so 
v\fe  may  see  some  drastic  changes  in  marketing.     It  mr-^ans  the  Government 
is  going  to  see  many  problems  coming  up,  par'^icularly  in  handling  farm 
products. 

Buell  Maben  asked  about  marketing  councils  sponsored  and  financed  by 
trade  gr^oups.  *- 

DR.  WiiUGH:     I  think  I  vKJuld  be  a  little  leary  about  getting  money  from 
organized  groups  in  the  trade.     It  is  a  little  different  from  what  I  had 
in  mind.    If  you  take  ohis  trucking  situation,  I  think  we  have  been  ter- 
ribly slow.    What  we  need  to  do,  as  I  i _e  it,  is  to  work  out  some  propo- 
sition  for  pooling  trucks,  and  you  v/ouLlq  get  into  some  difficulty  on  that 
sort  of  thing  if  you  simply  adopted  a  program  promoted  by  trade  interests. 
I  have  discussed  that  sort  of  thing  T\rith  Thiorman  Arnold,  and  on  the  other 
hand,  if  the  A.  M<  A.  wili.  take  the  responsibility  and  help  work  out  a 
program  that  is  approved  by  other  agenc.*,es  such  as  the  O.D.T.  the  situation 
is  different.     I  a:a  sure  we  will  get  an  extremely  favorable  hearing  from^ 
him.     I  really  had  in  mind  so:uething  broader  than  a  trcde  group  -  -  some 
sort  of  council  for  pooling  tne  best  inform.ation  and  ideas  in  the  area. 
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V 


AGRICULTURAL  VJAR  BOABDS 
J.  3.  Vvyckofi^  Assistcint  to  '  the  Administro.  tor 


I  had  nothing  to  do  with  making  this  program,  and  I  can  assure  you  that 
if  X  had  I  would  not,  have  gotten  up  here  to  talk  to  you  on  two  subjects 
as  far  separated  as  that  of  this  morning  and  the  one  this  evening.  They 
are  both,  of  course,  very  interesting  to  me.    It  was  only  a  little  over 
a  year  ago  that  the  Secretary's  memorandum,  number  921,  established  the 
Department  Defense  Boards  for  each  state  and  county,    I  don't  know  where 
the   idea  of  these  boards  originated,  but  I  know  not  long  ago  a  represoit- 
ative  of  the  British  Ilinistry  of  Agriculture  told  us,  the  members  of  the 
Advisory  Committee,  about  the  activities  of  the  British  war  boards,  and 
I  assume  from  what  he  said  they  have  been  operating  for  a  long  time. 
Ours  have  only  gotten  started,  and  I  can  imagine  that  we  too  are  going 
a  long  way.    For  that  reason  they  are  potentially  important,  and  actually 
have  made  a  very  good  start,  particularly  in  some  states,  as  a  good 
many  of  you  well  know,  and  will  find. 

From  this  description  of  war  board  activities,  it  is  a  rather  simple 
setup  in  England.    I  asked  him  how  many  there  are,  and  as  I  remember  he 
said  there  were  70  boards  in  England  proper,  and  30  in  Scotland.  Seventy 
boards  are  a  few  more  than  we  have  state  boards,  but  many  less  than  the 
county  boards.    They  know  intimately  their  problems  in  London  more  readily 
than  we  know  our  problems  in  California.    For  that  reason,  probably,  they 
have  been  giving  their  boards  increasing  responsibility  regarding  agri- 
culture —  such  responsibility  that  comes  as  v;ar  develops  and  needs 
increase.    The  war  boards  in  England  have  practically  full  responsibility 
for  telling  the  farmers  in  their  county  what  they  must  plant,  when  he 
must  plant  it,  what  tools  he  can  have  for  it,  vjhat  he  is  going  to  pay 
for  them,  full  rationing  of  everything  in  ways  that,  of  course,  vje  imagine 
are  current  in  Germany  and  probably  could  never  be  true  here.    A  respon- 
sibility of  war  boards  here  that  we  are  approaching  is  the  responsibility 
of  rationing. 

The  Defense  Boards  became  ?\far  Boards  in  about  6  months  —  in  December, 
I  believe.    V^ith  the  amalgamation  of  three  bureaus  into  AliA,  our  repre- 
sentation on  the  board  became  broader  than  when  we  had  only  an  SlIA 
representative.    Originally,  we  were  represented  primarily  by  Distribution 
people  because  they  v-iere  immediately  available.    Other  membership  v^as 
milk  market  administrators  in  those  states  v^here  the  milk  and  dairy  in- 
dustry predominated.    With  the  amalgarg^tion  and  establishment  of  AliA.  it 
seemed  advisable  to  look  into  a  broader  field  for  representation.  Vvhile 
not  many  changes  have  been  raiade,  we  now  have,  v/ith  no  representative 
at  present  in  Montana,  28  distribution  men,  11  dairy  men,  7  from  the 
fruit  and  vegetable  branch,  and  2  from  the  grain  branch. 

Our  interest,  of  course,  in  this  is  to  get  a  man  to  represent  AIIA  who 
has  broad  experience  in  his  state,  yjho  has  knowledge  of  the  agriculture 
of  the  state,  and  one  who  as  far  as  possible  is  pretty  well  knovm  in  the 
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state.    An  intimate  relationship  with  state  agriculture  is  established 
by  these  boards.    It  has  never  been  definitely  determined  whether  State 
War  Boards  and  County  War  Boards  are  simply  policy-making  coordinators 
in  the  very  general  word  or  whether  they  are  operators.    Up  to  now  I 
think  we  can  say  that  the  State  War  Boards  have  operated  in  a  rather  broad 
field.    They  have  had  among  their  major  responsibilities  the  victory 
gardens,  salvage  campaigns,  bag  conservation,  truck  and  tire  conservation, 
the  warehouse  situation,  and  a  number  of  things  of  that  kind.  Whether 
it  will  spread  further  into  other  things  I  don*t  know,  and  I  am  not  sure 
whether  they  can  take  it  on. 

So  far  as  AMA's  relationship  with  the  Vlar  Boards  is  concerned,  the 
main  interest  of  regional  administrators  —  v/e  want  them  to  bring  to  us  — 
to  Mr.  Hendrickson  directly  —  any  question  that  may  arise  in  their  dis- 
trict or  that  comes  to  them  through  the  State  or  County  V^ar  Boards 
regarding  the  marketing  of  agricultural  commodities  —  the  kind  of  ques- 
tions that  are  bound  to  develop  increasingly.    I  think  I  am  safe  in 
saying  that  if  in  a  certain  area  in  that  state,  region,  county  or  small 
section  there  develops  surplus  agricultural  commodities  for  which  there 
seems  to  be  no  immediate  market,  and  that  problem  is  dumped  on  the  lap 
of  a  war  board  in  that  state,  the  first  person  to  grasp  it  should  be 
the  Ai;IA  representative.    Ya'hat  does  he  do  v.'ith  it?    We  are  expecting 
that  he  is  going  to  know  the  Ai'IA  representatives  who  are  doing  special 
work  on  marketing,  but  will  keep  in  touch  with  them,  and  that  he  is 
going  to  see  them.    I  think  that  is  a  part  of  his  responsibility.  There 
may  be  in  that  state  a  purchasing  office,  and  if  it  had  to  do  certain 
purchasing,  it  would  be  well  to  find  out  \vhat  they  are  going  to  do. 
They  may  have  something  in  mind.    If  he  isn't  satisfied  with  the  answer 
he  gets  and  doesn't  feel  that  it  solves  the  problem  for  the  present,  v;e 
are  anxious  that  that  question  be  submitted  to  Mr.  Hendrickson  inmiediately. 
It  will  be  transmitted  to  the  commodity  branch  here,  and  I  believe  that 
as  quickly  as  possible  it  will  be  acted  on.    Often  nothing  can  be  done 
and  possibly  nothing  should  be  done.    Our  contact  with  the  grass  roots 
is  through  that  man  in  the  state  and  probably  some  other  people  who 
meet  with  or  advise  county  war  boards. 

I  don't  believe  that  our  representatives  on  the  war  boards  can 
speak  out  in  answer  to  everything  having  to  do  mth  marketing.  That's 
too  much  to  ask  of  them.    As  you  are  learning,  the  job  is  so  wide  and 
so  changing  he  couldn't  be  expected  to  knOw  the  answer  to  all' the 
questions,  unless  he  happens  to  be  a  milk  marketing  specialist,  for 
instance,  and  the  question  concerns  the  marketing  of  dairy  produce.  We 
want  first  to  have  a  man  who  can  represent  us  as  broadly  as  possible,  a 
man  who  is  respected  and  who  knows  the'  state,  a  man  who  is  willing  to 
give  time  and  thought  to  acquaint  himself  with  the         people  and  their 
problems  in  the  state,  and  a  man  who  is  going  to  be  alert  to  bring  to  us 
the  trouble  spots  and  the  questions  and  the  problems  we  v;?jit  to  know 
about,  bee  use  without  them  I  think  AMA  vAll  suffer,  and  agriculture  as 
well.    I  of  course  think  th-t  increasingly  agriculturil  marketing  is 
going  to  be  a  major  war  bo.^rd  problem.    I  don't  see  hov\r  we  are  going  to 
avoid  it  —  it  reaches  out  so  f?r.    There  will  be  production  problems, 


and  there  will  be  some  side-line  problems  about  the  marketing  of  crops 
in  states  that  have  been  asked  for  a  steady  flow  of  produce,  and  only 
by  hearing  of  them  in  the  field  can  we  see.  them  here  in  vVashington. 

For  membership  on  the  board  we  want  the. best  man  possible,  so  if  you 
find  in  your  region  a  man  who  looks  like  the  ideal  man  to  put  on  that 
job  —  to  sit  on  that  war  board  —  if  you  think  he  is  a  better  man  than 
the  other  one,  let  us  know  about  it-,    ViJe  iwi-il-get--ar-ineasttt"e  and-^empare 
the  two,    V^e  have  released  a  few  men  and  there  has  been  no  resentment, 
since  it  is  a  hard  job.  _  ' 

Mr»  Maben;    I  am  not  quite  clear  as  to  the  membership  on  that  board. 
Is  it  made  up  of  Federal  agencies? 

llr,  Wyckoff;    In  each  state  the  representative  is  a  principal  field  officer 
of  each  government  agency.    The  membership  of  State  War  Boards  is  composed 
of  AAA,  BEE,  Farm  Security,  Soil  Conservation,  Farm  Credit,  Surplus 
Marketing,  AllS,  Forest  Service,  Rural  Electrification  Administration,  and 
the  State  Director  of  Extension.    The  Surplus  Marketing  and  Agricultural 
Marketing  Service  men  have  been  combined  in  one  man. 

Mr,  Maben:    That  means  we  will  replace  two  men  there,  or  v;ill  leave  one 
man  on  that  board,  and  you  v/ant  reco.;imendations  on  that  man? 

Mr.  IVckoff ;    Yes.    V/e  have  a  representative  on  every  board  but  Montana. 
If  you  find  a  better  man  than  the  present  one  seems  to  be,  —  and  I  can 
give  you  the  names  and  addresses  of  the  man  in  each  state  —  consideration 
will  be  given  him.    V/e  have  had  no  complaints  about  our  representatives. 
They  do  very  well.    They,  like  the  boards,  are  some  doing  very  active 
work. 

Question;    Do  they  have  any  regular  meetings? 

I-^r.  Wyckoff;  They  meet  at  least  once  a  month  —  in  some  states  they  meet 
twice  a  month.  There  are  subcommittees  engaging  in  considerable  activity 
between  meetings,  and  preparing  studies  and  reports  for  the  meeting  itself. 

Our  representatives  appear  on  a  great  many  of  its  subcommittees.  Have 
you  anjrbhing  more,  Norman,  in  connection  with  it? 

Dr.  Gold;    No,  unless  it  might  be  to  emphasize  tv^o  kinds  of  things:  The 
first  point  is  the  importance  of  cooperating  fully.    The  second  is  that 
the  potential  importajice  of  this  work  makes  the  problem  of  getting  the 
best  man  on  the  job  extremely  important.    Even  if  the  job  isn't  as  big  as 
you  think,  it  is  very  important. 

Mr.  Wyckoff;    Well,  there  is  complaint  that  the  boards  are  under  the 
domination  of  AAA.    Originally,  it  came  about  because  AAA  happened  to 
be  able  to  finance  them.    That  is  very  importsjit.    The  fact  is,  some  of 
our  own  divisions  in  PMA  hesitated  to  put  some  of  our  own  field  men  on 
the  boards  because  they  said  they  hadn^t  the  money  to. pay  travel  expenses. 
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and  the  men  hadn't  time.    I  think  it  was  particularly  because  they  didn»t 
quite  take  the  seriousness  of  the  responsibility.    The  AAA  has  the  chair- 
manship of  every  state  and  county  board.    I  suppose  a  chairman  is  always 
important,  and  might  dominate  the  Board,  but  I  attended  four  or  five 
county  war  board  meetings  in  various  parts  of  the  country,  and  there  was 
no  indication  of  domination  of  any  group.    I  attended  a  Memphis  meeting 
when  it  had  to  deal  with  resettlement  of  ten  farm  families.    As  a 
resettlement  job  it  went  to  Farm  Security,  with  no  question  of  anybody 
else  handling  it,  except  to  help.    ViThen  it  is  a  question  of  marketing. 
Triple  A  can't  dominate,  as  those  question  are  out  of  their  line.  On 
paper  it  is  very  much  an  AAA  organization.    In  practice,  I  don't  gather 
that  particularly,  and  I  am  very  glad  that  I  don't  because  I  think  Mr. 
Hendrickson's  policy  is  the  only  sound  policy  at  this  time  —  that  we 
are  all  working  together.    Mr.  Hendrickson  is  a  member  of  the  war  board 
at  the  national  level.    There  is  a  war  board  advisory  committee,  with 
a  representative  from  each  bureau  meeting  quite  regularly.    V/e  are  suppose 
to  and  v^e  do  gather  from  our  bureaus  any  suggested  material  that  we  v/ould 
like  to  have  war  boards  make  use  of.    Vjhen  anybody  in  AiU  has  a.ny  ideas 
he  would  like  to  have  applied  through  the  war  boards  he  brings  it  to  me 
and  I  take  it  to  the  advisorjr  committee,    I  have  taken  only  two  things 
so  far. 

Speaker;  I  vjondered  why  vje  have  an  Ai.'IA  Vlar  Boar^^  letter  like  the  Depart- 
ment ViFar  Board  letter, 

Mr.  Wyckoff ;    It  was  started  because  too  many  of  the  Al^IA  state  war  board 
members  knew  very  little  about  the  broader  activities  of  ALIA.    It  was  done 

to  give  them  some  material  that  could  be  used  in  war  board  meetings^  so 
other  members  couldn't  say  to  a  man,  "This  is  something  AJilA  is  doing," 
and  he  know  nothing  about  it,    IVe  were  trying  to  give  some  little  picture 
of  vjhat  was  going  on  here. 

Speaker;    They're  both  coming  out  about  the  same  time,  now,  apparently, 
and  to  a  large  degree  they  duplicate  each  other.    However,  I  have  found 
things  in  the  MA  letter  that  v;ere  not  included  in  the  Department  letter. 
The  timing  v/as  right  on  it,  and  it  just  seemed  to  be  very  helpful  to  me. 
ViJhat  do  you  think  about  AllA  war  board  representatives  getting  together 
once  in  a  while  with  the  regional  administrator,  or  should  we  send 
someone  around? 

Mr.  Wyckoff:    I  think  it  would  be  very  v/ell  for  the  regional  administratcr 
to  get  acquainted  with  our  war  board  reprusentatives.    They  are  pretty 
important  to  AMA.    Whether  you  should  bring  them  together  or  V'/hether 
you  would  prefer  to  meet  with  the  board  and  them  in  your  journeys  around 
the  region  I  couldn't  say.    I  think  it  would  be  fine  if  you  happened  to 
hit  the  town  when  the  board  was  meeting.    You'd  see  our  men  in  action. 

Speaker;    Do  we  have  an  AMA  man  on  county  boards? 


Mr,  Wyckoff;  None  as  members.  Some  are  attending  meetings,  and  we  are 
glad  to  have  them  do  so. 


VI 


THE  SOLICITOR'S  OFFIGS  AND.  AI/IA  IM  THE  FIELD 
Ashley  Sellers,  Associate  Solicitor 


•      ■        We,  too,  have  been  reorganized.    Was  it  Mil o  Perkins  who  recently 
said  that  so  far  as  his  agency  was  concerned  they  had  undergone  p.  mirriber  of 
reorganizations  -  that  "'.'.tien  they  stopped  reorganizing  they  would  probably  go 
out  of  existence.    Also,  to  satisfy  the  legally  minded  here,  you  will  recall 
that  Thomas  cTefferson  was  an  advocate  of  having  even  the  Constitution  amended 
at  least  once  every  twenty  years  or  evei-'y  gensration  in  order  that  those  in 
each'  generation  should  have  an  opportunity  to  participate  in  the  document 
that  governs  their  lives.    However,  I  am  sure  that  reorganization  in  Government 
agencies  is  not  based  upon  the  same  reasons  that  underlie  revisions  of  the 
Constitution,    Governmental  reorganization  is  done  not  so  much  to  please  the 
emplo3''ees  in  the  agencies,  however  much  you  would  like  zo  do  that,  but  in  order 
to  put  into  effect  a  more  efficient  organization.     Our  reorganization  has  cer- 
tain similarities  to  that  involving  tho  new  rjgional  administrators  of  the  / 
A.M.A.  in  that  we  too  have  recently  changed  oijt  field  organization.    Before  I  go 
into  that,  I  would  like  to  talk  just  a  moment  or  two,  hov/ever,'  to  outline  for 
you  the  present  organization  in  the  Washington  office,  with  particular  reference 
to  that  portion  of  the  Solicitor's  Office  which  serves  A.  M.  A.    On  July  20, 
the  present  system  went  into  operation  and  I  have  v^rith  me  and  would  like  to 
distribute  among  the  regional  adm^inistrators  v/ho  are  present,  and  to  others  so 
far  as  the  supply  lasts,  the  basic  memorandum  which  puts  our  reorganization  into 
operation,    Without  boring  you  with  the  'complete  details,  I  would  like  to  direct 
your  attention  to  the  'chart  opposite  page  2,  which  is  a  chart  of  the  organization 
of  the  Department  of  Agriculture  in  line  v/ith  that  which  went  into  effect  last 
December,  and  also  following  that,  to  direct  your  attention  to  the  chart  on 
page  9  which  gives  a  picture  of  the  relationship  between  the  administrative  agen- 
cies of  "the  Department  and  the  Solicitor's  Office  in  terms  of  organization. 

You  will  notice  that,  with  respect  to  the  A.  M.  A.,  two  divisions  of  the  Solici- 
tor's Office  are  designated  to  perform  legal  work  for  the  Agricultural  Market- 
ing Adm^ini  strati  on:     the  Regujatory  Laws  Division  and  the  Commodity  Purchase 
Loans,  and  Distribution  Division.    Brief? y,  that  is,  thr  regulatory  vj"ork  is  in 
one  division,  and  non-regulatory  work  is  in  mother  division.    These  two  divi- 
sions serve  not  only  the  A.  M.  A.  but  serve,  in  the  one  case,  also  the  Comraodity 
Credit  Corporation,  YJhich  has  these  da.ys  so  r.any  legal  problems,  in  common  rdth 
those  in  the  A.  M.  A.    The  Regulatory  Laws  Division,  vfhilS  serving  the  A.  M.  A., 
is  also  serving  6cme  other  Bureaus  of  th.j  Department  y/hich  engage  in  regulatory 
work  -  Bureau  of  Animal  Industry  and  E^areau  of  Plant  Quarantine  being  two  bureaus' 
served  by  the  Regulatory  Laws  Division  other  than  A.  M.  A.    The.  Regulatory  Laws 
Division  has  probably  greater  diversity  of  functions  than  it  should  have  consider- 
ing the  number  of  its  personnel  and  the  funds  available  to  it  for  travel.  For 
example,  the  legal  staff  of  this  Depart^nent  engaged  wholly  in  regulatory  work 
has  to  de'al  with  laws  similar  to  those  administered  by  the  Interstate  Commerce 
Conmission,  the  Federal  Trade  Coraiaission,  the  Bit^jminous  Coal  Commission  etc. 
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Nevertheless,  there  are  so  many  problems  common  to  all  regulatory  laws  as  to 
justify,  and,  in  fact,  virtually  necessitate,  that  the  s?jiie  personnel  devote 
itself  to  handling  those  legal  problems •    I  do'  not  believe  that  the  personnel 
of  the  regional  offices  in  A.  M.  A.  are  going  to  be  very  closely  concerned  with 
the  work  of  the  Regulator3.^  Laws  Division  of  the  Solicitor's  Office,  either  here 
in  Washington  or  in  the  Field,  .at.  least  until,  or  shall  I  say,  when,  as,  and 
if,  the  new  regional  adm.inistrators  will  have  under  their  jurisdiction  all  of 
ttevrork  of  the  A,  TI,  a.  within  their  respective  areas.    The  division  with  which 
you  should  be  concerned  is  the  ComiTiOdity  Purchase,  Loans,  ?nd  Distribution  Divi- 
sion • 

At  this  juncture  I  would  like  to  introdiice  to  you  the  Chief  of  the  Regulatory 
La"vTS  Division,  Mr.  Nuttin-  -  I  would  like  you  to  stand,  Mr.  Nu/bting —  and  the 
Chief  of  the  Commodity  Purchase,  Loans,  ^nd  Distribution  Division.     I  also  asked 
to  come  with  m.e  this  morning  V\r*  Kilbun  vdio  is  the  Associate  Solicitor  in 
charge  of  General  Legal  Services  and  Administration,  and  who  is,  at- present,  in 
the  absence  of  Mr.  Shields,  acting  as  Solicitor.    I  would  like  for  Mr.  Hilbun 
also  to  rise  so  that  jcnj-  .may  know  hiTii. 

As  I  understand  the  work  of  the  regional  administrators  in  'the  field  -  they 
would  be  concerned  -  so  far  as  legal  problems  are  concerned  -  almost  entirely 
with  section  32  problems  and  with  the  lend-lease  i\nc\  other  purchasing  activi- 
ties.    It  is  difficult  for  me  to  see  to  what  extent  the  regional  administrators 
would  have  any  occasion  imuediately  to  >)e  concerned  Yfith  legal  prololems  in 
connection  Tirith  transportation,  as  I  believe  that  work  will  be  largely  central- 
ized here.    HoYfever,  that  may  be,  the  new  regional  oicfices  of  the  Solicitor  are 
not  supposed  to  devote  themselves  primarily  or  exclusively  to  any  one  legal 
m^atter.    Heretofore ^  there  were  43  of  v/hat  might  be  teiined  regional  offices  of 
the  Solicitor,  but  they  did  not  represent  the  office  of  the  Solicitor  as  a 
whole*    Ea.ch  division  of  the  Solicitor's  office  had  certeeln  local  people  who 
represented  them  in  the  field,  just  as  has  been  true^  and  still  is,  in  large 
pBTb.^  true,  i;\rith  respect  to  the  A.  M.  P,    For  example,  in  Philadelphia  X'le  had 
fair  regional  off ices,  consisting  of  a  group  of  attorneys  who  served  the  Farm' 
Security  Administration^  a  group  of  aebtorneys  ^,:ho  served  A.  M.  A.,  a  group  who 
served  the  Department  general  in  title  cnc'  land  acquisition  activities,  ■  a,ud 
some  attorneys  engaged  in  Forestry  Service  work.    Similar  arrangements  existed 
in  Milwauicee,  Denver,  San  Francisco,  and  other  cities,  though  not  to  the  sam-O 
extent.     It  seemed  particularly  appropriate  that  the  several  offices  of  the 
field  should  be  made  part  of  the  Office  of  the  Solicitor  at  large.    Mhether  the 
new  arrangement  will  prove  to  be  advisable  f romi  the  standpoint  of  economy  . 
or  efficiency  of  operations  is  as  yet  only  a  presuiffiotion.    Vfe  see  no  reason  now 
to  believe  that  the  presumption  will  not  become  an  acbuality.    At  any  ra.te, 
wha.tever  the  reasons",  we  now  have  11  field  cy^fices  for  all  purposes,  excluding 
that  in  Puerto  Rico,  and  they  are  located  in  the  followin;^  places s    San  Fran- 
cisco, Portland,  Denver,  Dallas,  Lincoln,  MilwauJcee,  Indianapolis,  Montgomery, 
Little  Rock,  Raleigh,  and  Philadelphia.    These  offices,  as  I  have  said,  represent 
the  Office  ox  bhe  Solicitor  as  a  whole  and,  for  the  most  p: rt,  all  of  the 
attorneys  working  oLit  of  those  offices  are  stationed  in  those  particular  cities. 
There  are  some  exceptions.    For  example,  included  in  the  province  of  the 
Montgomery  off  ice  is  Atlanta.    There  is  a,n  attorney  stationed  in  iablanta  who 
has  been /jng aged  primariry  in  Forest  Service  yrork.    He  will  remain  there. 
Similarly  in  Memphis  and  in  St.  Pa,ul,  there  are  attorneys  who  are  attached  to 
the  regional "off ices  in  other  places,  but  they  are  located  there  because- they 
have  been  there  and  are  enga.,,yad  in  a  specialized  type  of  Yfork  that  'seems  to 
require  that  thej  shall  remain. 
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I  am  a  little  sorry,  looking  to  our  ovm  chop,  and  if  you  please,  I  regard  my- 
self as  a  part  of  the  iUIA  shpp,  I  am  a  little  sorry  that  the  AMA  field  reorgani- 
zation did  not  come  alon^  before  we  reorganized  the  field  forces  of  the  Solici- 
tor's Offices.    I  .am  not  sure  it  would  have  made  a  -^reat  deal  of  difference,  but 
at  least  it  v/ould  hi.ve  made  some*    However,  that  may  be,  we  have  our  regional 
offices  in  San  Francisco  which  would  correspond  7/ith  the  regional  offices  of  the 
MA»    Similarly  in  Dallas  and  in  Denver,    The  Atlanta  office  of  j'^lIA,  on  the  other 
hand,  yo.11  be  served  by  two  of  our  field  offices,  namely  our  office  at  Raleigh 
and  the  one  at  Montgomery.    Our  office  in  Milwaukee  would  serve,  if  the  service 
had  to  be  solely  through  our  regional  office,  the  regional  administrator  in 
Chicago  and  probably  also  the  IMA  office  at  Des  Moines.    The  point  is,  vre  have 
not  yet  had  time  to  work  out  just  exactly  v;hich  of  our  regional  offices  will 
"serve  the  regional  adaninistrators,    I  should  Imagine  th-^.t  a  regional  administra- 
tor in,  say,  Atlanta  or  in^  say,  Nevf  York,  or  Chicago,  or  Des  Moines  would  be 
somewhat  disturbed  over  the  realization  that  he  m-ay  have  to  rely  upon  attorneys 
who  would  not  be  in  the  sam^e  city  Yfith  or  close  to  hiir.  for  reference  or  consul- 
tation purposes*  ,  That  is  the  situation  that  mil  simplj'  have  to  be  worked  out. 
The  simple  fact  is  that  your  reorganization  has  come  cJong  and  we  did  not  anti- 
cipate it  and  v\re  now  have  to  work  out  arrangemjonts  accordingly.     I  am  asking, 
however,  that,  pending  the  complete  settlement  of  each  of  these  arrangements, 
this  be  regarded  as  one  more  of  the  regional  adrainistrator '  s  prob3.ems  thaJo  he 
is  going  to  have  in  setting  up  his  organization  and  that  it  not  be-  regarded  as 
something  that  cannot  be  settled.    Where  we  do  not  have  a  regional  office  in 
the  sarn.e  city  as  the  regional  administrator,  the  clearest  a.nswer  Yfould  be  that 
T/e  should  station  an  attorney  or  attorneys  in  that  city  for  that  specific  purpose » 
Just  whether  triat  Y/ill  be  the  decision  in  every  instcince  Yj"ill  depend,  of  course, 
upon  the  volume  of  work  that  Y/ould  bo  reqj.iired  of  that  attorney  or  attorneys. 

I  YiTant  to  touch  on  one  further  rriatter  and  that  is  with  respect  to  travel.  One 
of  the  precipitating  reasons  for  putting  into  effect  cur  roorganiz.^-tion  of  field 
offices  at  tl\is  time,  Yfas  the  possibility  that  thereby  we  could  curtail  travel 
expenses.    We  are  hoping  that,  this  can  be  accomplished  by  delegating,  to  a  much 
greater  e^cfcent  than  has  been  done,  to  our  regional  attorneys  vrork  Y/hich  has  been 
perf orm.ed  from  Washington.    I  suppose  the  hardest  thing  to  delegate  is  regulatory 
Yrork.    Incidentally,  I  think  the  most  e'jqjensive  legal  Yfork  there  is  is  reguJ-atory 
YiTork,  because  there  are  certain  cases  that  require  a  larger  amount  of  trrvel 
than  Yfould  seem  to  be  necessary.    Could  y/o,  for  excur.ple,  rely  upon  a  regional 
attorney  in  Denver,  viho  has  never  had  any  experience  in  holding  hearings  under 
the  Packers  and  Stockyards  Act,  or  under  the  Marketing  Agreement  Acb  —  could 
Y/e  hope  Y/ithin  a  reasonably  short  perj-od  of  time  to  train  those  m.en  to  the 
extent  that  they  can  substitute  for  men  sent  from  Washington?    Certainly  a 
laxge  part  of  it  can  be  done*    Just  exactly  what  part  can  be  done  is  purely  a 
C'oniecture.     It  is  a  process  that  cannot  be  determined  once  for  all,  .^'^fter 
studying  the  plan,  I  ohink,  so  far  as  the  legal  Y;ork  of  the  Agricultural  Market- 
ing Adjiiinistration  is  concerned,  that  there  is  a  greater  possibility  of  delegat- 
ing Yv'ork  to  the  regional  e/ttomeys  than  i-here  v/ould  be  in  th-e  regulatory  field 
and  especially  is  that  tru;.  Yrith  respect,  3a.y,  to  food  stajap  Yfork.    Noyj"  one  thing 
that  I  think  the  Administration  people  have  not  alY^ays  realized  is  the  fact  that 
before  a  case  can  be  prosecuted  in  court,  the  case  has  to  be  cleared  through 
the  Department  of  Justice,     The  standard  arrangement  -  not  merely  with  respect 
to  the  food  stamp  or  Packers  and  Stockyards  Act  liti-^ation,  but  throughout  the 
Government  —  is  thiat,  when  a  case  arose  in  the  field,  "it  must  be  worked  up  in 
the  field  by  a  regional  attorney  yrorking  Yrith  an  investigational  staff  or  sent 
in  and  Yrorked  up  in  vFashington,    It  is  then  referred  by  this  Department  to  the 


1 


Department  of  Justice  and  the  Attornej^  G-eneral,  to  be  in  turn  reviewed;    thence  : 

brought  for  the  first  time  to  the  attention  of  the  District  Attorney  for  prose-  \ 

cution.    How  much  simpler  would  it  be  if  you  could  go  direct  from  the  field  to  \ 

the  District  Attorney^  and  have  the  case  prosecuted,  especially  Y/hei'e  the  sub-  j 

ject  matter  is  not  so  complicated  or  specialized  in  subject  matter  as  to  re-  \ 

quire  that  it  be  reviewed  by  a  staff  here  in  Washington.  That,  of  course,  is  our  ! 
hope,  and,  if  it  can  be  done,  that  is  what  wd  propose  to  do  with  respect  to  the 

food,^  stamp  plan  litigation.     Until  it  is  done,  however,  there  will  remain  the  ; 

necessity  for  Cffses  worked  up  in  the  field  to  bo  referrod  to  the  Department,  -\ 

thence  to  the  Department  of  Justice,  and  in  turn,  to  the  District  Attorneys.  ) 

l^Q  are  hoping  that,  with  respect  to  the  Food  Stamp  Plan,  a  large  part  of  the  work  I 

which  our  regional  attorneys  have  been  doing  in  connection  with  such  programs  j 

can  be  completed  in  the  field  and  thus  eliminate  in  somo  part  the  expense  which  ^ 
has  been  incurred  in  referring  the  cases  from  the  field  to  the  A.  M.  A,  here, 

and  in  turn  reviewed  by  the  Solicitor's  Office,  [ 

I  was  unable  to  be  pr^-^sent  Tvhen  Mr.  Ku-nkel  talked  to  you  the  other  day  and  I  • 

am  not  too  sure  just  how  far  he  touched  upon  thv.  work  of  the  lavr/er  under  the  | 

Food  Stamp  Plan,,  but  I  am  sure  that  in.  one  way  or  anothjr  this  has  been  brought  : 

to  your  attention.     I  do  not  believe  we  want  to  discuss  the  details  of  enforce-  i 

ment  here,  but  I  have  on.;  point  I  would  like  to  discuss.  It  h?s  been  customary,  ^ 
I  pm  told,  for  cases  to  be  worked  up  by  Investigation  Division,  pnd,  in  more 

urgent  cases,  by  the  staff  of  th'2  Compli-^ncc  Section  in  the  field;    thence  for-  ] 

warded  through  the  r3gional  director  to  the  regional  attorney.     The  attention  \ 

paid  to  those  cases  by  the  regional  directors  can  hardly  have  been  v.::ry  close  ''*] 

and  that,  protty  largely  as  a  matter  of  course,  the  investigators  reports  have  i 

come  to  the  desks  of  the  regional  attorney  vfithout  any  administrativu  determin-  ; 

ation  as  to  vrhether  the  cases  should  cr  should  not  'be  prosecuted.    The  function  j 

^-  of  the  regional  attorney  has  buen,  in  part  at  leasts  not  only  to  review  the  \ 

^  cases  to  S3e  v\rhether  they  would  stand  up  in  Court  but  also  to  determine  Ysrhether  ^ 

it  is  administratively  desirable  to  Drosecute  if  whether  the  cases  would  stand  ; 

up  in  court.     I  wish  to  call  to  your  attention,  however,  that  such  procedure  is  ^ 

quite  an  exception  with  respect  to  the  handling  of  cases  of  the  Department  in  '4 

general.     It  is  the  rule  in  regulatory  woeK  that  a  burea,u  will  m.ake  the  investi-  ' 

gation  and,  after  reviewing  the  field  investigator's  report,  determine  whether  ^ 

it  vrants  the  cas3  prosecuted.    Then  it  is  referred  to  the  Solicitor's  Office,  ; 

whose  sole  function  is  to  revi'":w  from  a  legal  standpoint  to  determine  whether  i 

it  can  be  prosecuted,     I  hope,  therefor^  ,    that  the  regional  administrators  vrill  ; 

endeavor  to  see  to  it  that  proposed  food  stamp  plan  prosecution  will  be  reviewed,  \ 

and,  before  they  are  referred  to  the  regional  attorneys,  ther.i  will  be  an  ad-  j 
ministrative  determination  that  the  cashes  should  be  prosecuted.     If  there  is  a 

determination  that  there  should  be  no  prosecution,  do  not  refer  it  to  the  re-  ' 

gional  attorney.    Where  cases  are  referred  to  him,  the  regional  attorney  will  \ 

revieiT  them  and,  if  he  thinks  that  the  evidence  is  inadequate,  he  will  ask  that  ' 

the  investigations  be  made  more  complete.     If  he  thinks  that  a  case  is  ready  for  ' 

prosecution  he  ivill  refer  it  here  to  the  Solicitor's  Office  to  be  in  turn  sant  ; 

to  the  Department  of  Justice  and  thence  to  the  District  Attorney.    As  I  am  saj^-  j 

ing,  it  would  be  our  hope  to  curtail  sending  these  cas  .;s  to  Y/ashington  at  all,  ; 

and  if  we  can  in  some  TYay  obtain  consent  tjiat  these  cases  should  be  dealt  Yvith  ] 

in  the  field  'jntirely  -  njver  referred  to  Washington  or  to  the  Department  of  ! 

Justice  at  all  -  or  at  least  if  they  could  be  referred  from  our  regional  office  \ 

direct  to  the  Attorney  General  that  vrould  save  a  great  deal  of  delay.    Yifhat  v/e  .  • 

can  arrange  with  the  Department  of  Justice,  however,  is  not  yet  clear.  1 

;i 
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One  other  think  v/ith  respect  to  travel  —  our  appropriations  for  travel  are 
alanningly  lov/.    Each  regional  attorney  has  a  budget  and  he  must  stay  within 
that  budget.    That  budget  is  made  up  on  such  a  basis  that,  for  practical  pur- 
poses,  we  must  ask  the  administrators  to  call  on  the  attorneys  only  when  abso- 
lutely necessary.    It  is  no  longer  possible ,  perhaps  not  unfortunately,  for 
administrative  people  to  say  to  an  attorney  "We -want  you  to  go  with  us,  to  do 
so  sjQd  so,  end  if  you  haven't  any  money  we  will  pay  jouv  traveling  e:^penses," 
That  is  not  possible,  except  where  that  travel  comes  Y/ithin  the  lim-ita.tion  of 
the  funds  that  have  been  detennined  may  be  used  by  that  office.    For  exsiaple, 
under  the  Packers  and  Stockyards  Act,  we  travel  on  administrative  funds.  Last 
year  we  used  for  that  purpose  $1500.    That  is  the  amount  that  we  had  allotted 
to  us  for  that  purpose  this  year,  and,  under  the  existing  arrangement,  if,  for 
example,  something  should  happen  that.it  would  run  beyond  --olSOO,  unless  some- 
thing is  done,  we  c cannot  travel,    I  am  giving  you  this  example  to  make  it  eas- 
ier for  the  regional  attorney  in  your  dealings  with  hjm  -  to  have  you  under- 
stand just  Yfhat  his  limitations  are. 

m»  KITCHENS    Any  questions? 

M."  CAPPEDlANs   I  have  something  on  this  travel  situation.    The  other  day  we 
asked  an  attorney  to  travel  to  Baton  Rouge  so  that  he  could  become  familiar  with 
the  revised  state  contract.    He  said  he  had  buf  (-ilSOO  for  all  his  laYjyers  to 
travel  on  for  a  year,  and  he  had  a  letter  from  you  indicating  that  we  could  pay 
that  travel  expense  if  y^e  wouI.d,     I  told  him  we  would  lilce  to  but  I  did  not 
think  we  could}  that  if  he  would  pay  it  this  tirae,  we  would  look  into  it  when 
we  came  up  here.    If  he  has  only  ^1500,  I  doubt  if  he  will  ever  be  very  much 
good  to  us  in  the  field..    We  needed  help  and  advice  Y;hile  there.    Yie  could  not 
go  back  and  tell  him  v/hat  was  said. 

iCR.  SELLERS s    There  are  going  to  be  many  occasions  when  the  attorney  should 
take  a  trip,  but,  under  the  present  travel  arrangements,  that  would  not  be 
possible  this  year.    It  is  true  that  the  regional  attorney  cannot  use  a.dmin- 
istrative  funds  for  that  purpose,  and  he  must  travel  on  his  oivn  budget  except 
in  cases  where  last  year  we  had  to  us.e  of  administrative  funds.    Tha.t  is  not 
the  case  lArith  respect  to  food  stamp  work. 

M.  CA?PEL!.iANs    There  is  another  point  I  want  to  get  clear.    You  named  over 
all  the  places  that  these  recommendations  have  to  go  through.    Of  course,  you 
know  how  long  that  takes,  a.nd  it  is  far  too  long.    In  some  cases,  they  get  a 
grarid  jury  to  fix  it  up.    I  do  not  know  how  they  fix  it  u.p.    They  get  pretty 
quick  action.    ¥Jhat  about  that? 

liR-i  SELLERS!    The  District  Attorney  is  alwa;='s  charged  and  authorized  with  res- 
pect to  any  violation  of  a  low  that  comes  to  his  a.ttention  to  prosecute  the 
case^  except  tha:t  they  arc  instru.cted  by  the  Dep-rtm.cnt  of  Justice  that,  ifhere 
there  are  violations  of  laYis  v/hich  are  administered  by  a  given  agency  of  the 
Government  rather  than  general  criminal  laws,  general  crimes,  such  cases  should 
be  routed  through  the  respective  departments  of  the  Government  and  thence  re- 
ferred to  the  Department  of  Justice.    In  your  particular  case,  you  have  a  general 
staoue  which  is  not  a  sta.tute  that  is  administered  by  the  Department  of  Agri- 
culture, consequently  I  suppose  a  District  Attorney  could  stand  his  ground  if 
he  were  so  minded,  ivith  respect  to  Department  of  Justice  instructions ^  and  say 
that  it  iell  Y/ithin  his  general  jurisdiction  to  prcjecute  such  cases.  Thai-, 
hoYfcver,  is  not  the  usual  rule  and  is  not  the  practice  of  most  District  atto]>- 
neys..    I  can  only  say  that,  insofar  as  our  regional  offices  are  concerned,  they 


are  not  authorized  to  deal  directly  vfith  the  district  attorney,  until  they  re- 
fer the  case  to  Washington.    Uave  you  anything  to  say  regarding  this  point, 
Mr.  Kunkel? 

KUNTZ:    I  can  add  this  -  one  exception  to  the  Attorney  General's  instruct- 
ions -  if  an  emergency  exists,  the  United  States  attorney  is  instructed  to 
handle  the  case.     I  think  we  are  bound  by  departmental  policy  -  certainly  the 
Solicitor's  Office  is  with  respect  to  its  province,  and  that  you  investigational 
people  are  similarly  bound  by  that  policy  to  not  bring  these  matters  to  the 
district  attorney  save  in  an  emergency  -  whatever  you  define  as  an  emergency. 

Wi,  liABENs    JJe  have  a  direct  distribution  program.,  and  sometijnes  there  may  .be 
some  dirty  work  on  the  pert  of  "coopercting"  people,  but  as  I  understand  it, 
under  our  contract,  no  canjiot  do  much  ctbout  that  except  to  work  up  the  case, 
and  hope  that  the  State  will  take  it  up  and  do  some'thing  about  it.    I  was 
wondering  if  our  contract  should  be  changed. 

?.:IR.  SELLERS?    We  have  had  the  problem  for  a  considerable  time  as 'to  just  where 
title  should  vest  and  to  what  extent  the  Department  can  retain  some  semblance 
of  title  of  a  commodity  of tor  it  has  been  placed  in  the  hands  of  State  agents. 
We  have  tried  to  work  it  out  so  that  title  to  the  property  would  come  back  into 
the  Department,  but  I  believe  under  the  present  s^rrangement  the  decision  is 
that  we  brealc  it  clean  and  once  it  goes  from  the  Department  to  the  State  agency 
they  have  it  for  all  purposes. 

M.  1/VliITEj    I  would  like  to  mention  Philadelphia.    We  have  been  having  travel 
problemxS.  •  " 

M.  SELLEftSs    I  believe  the  situation  in  Philadelphia  is  the  other  way  around; 
that  is  you  have  wanted  to  use  administrative  funds  for  travel. 

IM»  lYHITEs    We  did  not  Y^rant  to  argue  about  which  funds  to  use  -  all  we  wanted 
Yiras  an  attorney. 

lEl.  SELLERS:    We  should  have  started,  out  with  this  statement.    I  am  pretty 
certain  tha.t  the  va.lue  of  the  Solicitor's  Office  to  the  Department  is  going  to 
be  curtailed  by  limitations  on  travel. 

MFi.  KITCHEN;    I  would  like  to  make  a.n  observation  on  that  travel.    I  think  it 
is  an  important  thing  to  u.s  and  you  can  see  yirhat  has  happened  to  the  Solicitor's 
Office.    In  the  case  of  A.  M.  A.,  a  10  per  cent  reduction  in  the  travel  appro- 
priations this  year  vrLll  be  required  and  under  section  32  about  12  per  cent. 
There  is  not  much  we  can  do  about  it.    Perhaps  we  are  getting  off  pretty  Y\rell 
at  that.    "I'yhen  the  appropriation  bill  Yiras  on  the  floor  of  the  House  the  senti- 
ment was  such  that  they  actually  passed  the  bill  reducing  travel  from  16  to ^8 
million.    They  thought  our  travel  Tiras  ridiculous  £ind  we  were  all  classified 
as  "Pullman  farmers",  etc.    But  Y\re  are  definitely  liinited  and  you  should  scruti- 
nize very  carefully  all  travel  because  even  if  a  particular  trip  is  really 
(essential  it  means  that  somebody  else  m.ay  not  have  enough  money  to  travel  on  ^ 
something  that  is  more  essential,  and  YYhether  we  like  it  or  not  we  have  to 
make  up  our  minds  that  tha.t  is  iust  what  we  have  to  do  about  traveling*- 
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VII 


COdPERATTON  WITH  OTfE^R  AGENCIES 


Co  1'^',  Kitchen,  Associate  Administrator 


I  would  like  to  set  aside  *some  time  f  or  you  to  ask  questions.     If  there 
are  no  immediate  questions,  I  would  like'  to  take  Just  a  few  minutes  to 
cover  one  point  which  I  think  would  be  of  interest, 

I  was  not  here  when  all  of  the  branch  heads  talked  to  you,  but  I  suppose 
that  most  of  them  mentioned  cpoperative  agreements  with  the  States.  '  Yfe 
now  have  ,366  cooperative  agreements  with  State  Departments  of  Agriculture 
State  Bureaus  of  Markets,  State  Agricultural  Colleges,  boards  of  trade, 
chambers'  of  commerce,  etc.    2l\.Q  of  these  agreements  deal  with  inspection 
work.    On  the  list  of  fun'ds  that  was  given  to  you,  I  think  you  will  find., 
something  like  11468,000  appropriated  for  inspection  work.    Obviously,  we" 
could  not  inspect  600,000  carloads  of  fresh  fruits  and  vegetables,  nearly 
one  billion  pounds  of  meat,  300 > 000, 000  pounds  of  cheese,  as  we  did  last 
year,  as  well  as  a  long  list  of  other  commodities,  with  that  amount  of 
money. 

We  have  authority  to  enter  into  cooperstive  agreement s.  with  such  agencies 
as  I  have  mentioned.    They  are  of  tivo  types.     In  some  cases  the  inspector 
are  employed  by  the  State,  licensed  by  A¥A,  and  their. work  supervised  by 
AMA.    The  applicant  pays  a  fee  for  each  inspection,  which  is  collected  by 
the  State  or  cooperating  agency  and  used  to  pay  the  salaries  and  expenses 
of  the  inspectors,  and  to  reimburse  us  for  supervision  costs...  .There  are.; 
probably  five  thousand  inspectors  who  are  licensed,  and,  insofar  as  their 
signature  on  a  certificate  is  concerned,  they  are  representatives  of  the 
Secretary  of  Agriculture,  the  same  as  you  and  I. 

Another  type  of  cooperative  agreement  is  one  that  we  may  enter  into  mth 
Commissioners  of  Agriculture  or  serai -public  agencies.     Such  an  agreement 
is  very  broad  in  its  terms  and  merely  sets  forth  that  the  cooperating 
party  is  interested  in  the  inspection  of  farm  products  and  in  the  marketi 
of  them  by  grade.    The  agreement  then  goes  into  considerable  detail  in 
setting  up  a  trust  fund;  that  is,  a  trust  fund  in  the  United  States 
Treasury.    Then  the  fees  paid  to  us  for  inspection  are  deposited  into  the 
trust  fund,  and  we  can  use  them  to  pay  the  salaries  and  expenses  of  the 
inspectors.     Both  kinds  of  agreements  are  used.  .  For  ..some  kinds  of  work,  . 
the  latter  is  the  better  arrangem.ent .     It  provides  more  flexibility  in 
operations. 

I  wanted  to  bring  to  your  attention  this  matter  of  agreements  mth  State 
officials.    We  have  agreements  -yvrith  every  State,  in  the  Union.   , You  will 
have  occasion  to  talk  mth  State  officials  regarding  them  and  you  should 
be  familiar  with  these  arrangements.     Some  Cormm ssioners  of  Agriculture 
in  the  States  are  not  entirely  satisfied  v/ith  their  relationship  with 
the  Department.     So  far  as  their  relationships,  with  Mik  are  concerned, 
especially  with  such  acti^vities' as  insp^^ction  and  market' nei'rs  there  is. 
little  difficulty.     Some  have  a  feelinp:  that  they  have  not  been  permitted 
to  take  sufficient  part  in  the  various  farin  programs  of  the  Department, 


Some  feel  they  should  have  been  made  members  of  the  State  War  Boards. 
Some  feel  they  should  be  taken  in  on  some  of  the  ^^ction  3^  programs. 

Many  of  the  State  marketing  agencies  are  small,     borne  of  them  have  very 
limited  funds  "for  marketing  work.     In  some  States,  however,  very  good 
and  active  bureaus  of  markets,  or  Divisions  have  been -developed. 

There  is  a. growing  interest  on  the  part  of  State  officials  in  marketing 
work.  '  Two  or  three  years  ago  the  National' Association  of  Commissioners, 
Directors,  and  Secretaries  of  Agriculture  sponsored  a  bill  which  became 
fenown  as  the  "Cooley  Bill"  because  it  ' v^jas  'intrb due ed  by :  Mr.  ■  Cooley  of 
North  Carolina.'    That '  bill  aiAt ho ri zed  an  appropriation' of  f?5,000,.000  , 
to'  do  additional  work  in  the  field  of  marketing The,  principle,  under-  , 
lying  the  bill  was  similar  to  the  appropriation:  of  Federal:  funds  for     ■  ,,, 
Extension  work  in"  the  States.    The  Commi-sni oners  of  Agricultur(^:  felt  that, 
similar  Federal  aid  should  be  granted  in  connection  Fith  -marketing  work.,  ... 
The  purpose  of  the  bill  was  to  extend  and  localize  several  .of  the  service, 
activities,  such  as  more  information  as  to  the  effects-  of  sudden  weather 
changes  on  crops  and  prospective  or  current  market  supplies,  due  to  ^ 
floods,  freezes,  winds,  etc;  additional  market  news  by  collecting  more 
information  as  to  local  prices  and  conditions,  and  a  wider  disseminati.on 
within  the  States  of  market  information  as  to  local  and  national  markets; 
expansion  of  inspection  work;  and  the  developm.ont  of  extensive  demonstra- 
tional  work  among  producers  and  shippers  as  to  better  methods  of  packing, 
packaging,  and  hcndling  farm  products  through  the  ma.rketing  system...  This 
is  an  im.portant  field  in  which  both  Federal  and  State  agencies  can  do  good 
work. 

There  appeared  to  be  no  disagreement  v/ith  the  objectives  of .  the  bill,.  , 
but  certain  of  the  farm  organizations  took  the  position  that  such 
legislation  in  effect  "established  ano'ther  grant-in-aid  program  and.that,, 
while  they  had  no  objection  to  the  use  of  Federal  funds  for  the . purpo se s. 
outlined,  they  took  the  position  that  additional  funds  either  should  be  ,. 
appropriated  to  Federal  agencies  or  made  available  to  the  Extension 
Service  for,  work  in  the  States.     Because  of  the- failure  gf  the  various 
groups  to  get  together  oh  a  method  of  carrying  .out^  the  legislation,  .the  . 
bill  ,  did  not  pass.  '    ■    "  •  .   •  .■• 

The' work  of  many  of  the  Commis  siohers  of  '  AVgriculture  is  primarily-:.    .,  .■ 
regulatory.    They  administer  many  State  lawso':  .  A  number  of.  them  al-so 
have  developed  extensive  service  activities,  such  as  market  news  and 
inspection  programs.     Some  argue  that  there  is  conflict  and  duplication 
between  marketing  work  "carried  on  by  State  Commissioners  of  Agriculture  ■ 
and  marketing  work  conducted  by  t ho' Extension  Service,    The  field,  •  ,  ■. 
however,  is  broad  enough  for  all  agencies.    There  is  plenty  of  work  for 
all  of  us  to  do,  but  it  should  be  coordinated  so  that  the  combined- 
resources  of  all  may  be  used  to  the'  greatest  advantage.     So  far  as  AM 
is  'concerned,  with  a  few  minor  exceptions,  its  relationships,  over  a  con- 
siderable period-of  years,  both 'with  the  State  Commissioners  of  Agriculture 
and  the  Directors  of  Extension,  have  been  good.    We  want  to  keep  them  that 
way,  '■-'.:',..•:■ 
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ThesG  St^te  agencies  have  contributed  much  to  the  development  of  much 
of  the  service  work  now  carried  on  in  AM.    A  number  of  the  States  have 
taken  an  important  part  in  the  development  of  the  market  news  program 
to  its  present  status.     It  would  have  been  im.possible  without  their  help 
to  expand  as  quickly  as  was  necessary  the  inspection  work  required  by 
the  present  hesiYy  purchasing  program  with  Lend -Lease  funds.  Existing 
cooperative  agreements  with  the  States  made  it  possible  to  expand  the 
inspection  organization  quickly  to  meet  this  problem.     -^'lany  of  the  State 
people  worked  hard  on  developing  the  inspection  work  to  its  present 
status  and  are  entitled  to  much  credit  for  this  achievement. 

As  a  matter  of  policy,  I  am  strongly  in  favor  of  cooperating  with  State 
agencies.     Most  Federal  activities  have  a  tendency  to  bo  too  far  away 
from  the  local  people  and  local  conditions,  and  to  the  extent  that  we  can 
tie  Federal  activities  in  with  those  of  local  agencies,  it  is  desirable 
to  do  so  • 


One  of  the  Commissioners  said  to  me  the  other  day  th*:^  t  he  did  not  see 
why  we  could  not  work  out  a  cooperative  relationship  with  him  in 
connection  with  our  direct  distribution  work  and  for  the  School  Lunch 
Progrsims.  He  stated  that  his  office  had  already  dmo  a  great  deal  of 
work  in  prom.oting  and  encouraging  the  development  of  the  School  Lunch 
Program,  and  he  thought  theire  should  be  some  recognition  of  that 
cooperative  effort. 

If  you  have  not  obtained  the  full  picture  of  our  cooperative  relation- 
ships from  the  branch  heads,  this  is  a  subject  you  v/ant  to  get  into  and 
get  thoroughly  acquainted  with.     I  shall  be  disappointed  if  this  move 
to  regionalize  the  field  work  of'  AIVIA  does  not  result  in  our  having 
regional  administrators  who  will  be  looked  upon  as  outstanding  marketing 
leaders  in  their  regions,  and  if  the  various  marketing  groups  do  not 
come  to  look  upon  us  as  being  the  people  who  are  taking  the  lead  in 
marketing  work.    That  is  ona  of  the  things  I  think  the  regional 
administrator  should  devote  most  of  his  attention  to  because  the  future 
of  A}lk  is  going  to  depend  upon  the  support  we  get  from  the  public,  and 
we  want  to  see  to  it  that  we  are  in  the  lead  when  important  readjustments 
take  place  in  the  field  of  marketing. 


T 
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•  '    ■  lAAJOR  ?KQ3LBiS  AiiEAD  OF  A.M. A. 

John  B.  Canning,  Economic  Assisteuit  to  the  Aciininistrat-or 

I  bicl  no  prophet.    Vi/hen  I  appear  to  indule;e  in  prophecy  as  to  i.'7hat  is'  ahead  of 
A.M. A.  I  shall  really  be  speaking  of  a  military  certainty/  and  of  tne  present 
meaning  of  that  certainty  for  A.M. A.     Elmer  Davis  recently  told  the  nation  that 
"'ve  are  only  ankle  deep  in  the  '';ar" .     The  future  military  certainty  is  that  "vve 
shall  soon  be  in  it  to  the  neck  .AJith  large  nuiribers  of  men  in  fi-ll  force 
somewhere  -  whether  we  in  the  A.M. A.  are  ready  or  not. 

That  early  future  military  certainty  croa-Ges  present  certainties  for  the  A.M. A. 
for  v/hich  V7e  are  not  ready.     It  is  these  that  create  the  m.ajor  problems  ahead 

of  A.iri.A. 

Let  me  sketch  the  course  v-e  have  come  through.    ,When  the  fighting  started  in 
1939  the  United  States  first  convened  an  Advisory  Defense  Council,     To  that  ' 
Council  7:rere  appointed  spokesmen  for  cur  principal  economic  groups  -  agriculture, 
labor,  transportation,  finance,  big  and  small  bu.siness.    The  Council  worked  gut 
major  lines  of  policy  with  respect  to  interests  of  these  groups:  they  did  little 
organizing  and  less  producing.     O.P.M.  and  a  host  of  other  independent  agencies 
followed.     They  did  a  great  deal  of  organizing  for  production  but  little  pro- 
ducing except  where  they  found  idle  excess'  capacity  in  large  concerns.  S.P.A.B. 
follov'/ed.     They  directed  the  building  of  m.any  ne'v  plants  end  expanded  the  use  of 
old  ones,  but  did  little  to  convert  American  industry  from  a  peace-time  to  a. 
v/ar-tim.e  economy.    After  Pearl  Piarbor  W.PoB.  was  created.     They  have  done  a 
magnificent  job  of  converting  industry  and  of  plant  expansion  end  have  done  a 
great,  job  of  actual  .pi-oducing. 

But  neither  drafting,  training  and  arming  of  m.en  nor  policy  molding  nor  organiz- 
ing nor  converting  nor  producing  nor  even  all  of  these  put  together  can  win  a 
great  v/ar.    We  have  as  yet  no  overall  organization  for  conducting  a  war.  We 
must  and  v/ill  have  one.     VJhen  we  do,  all  the  organizers,  converter's  and  producers 
muse  become  the  servants  of  those  x^jho  are  charged  "with  actu.al  waging  of  war. 

This  is  where  A.M. A.  x^/ill  come  in.    Regardless  of  the  swings  of  battle  fortune  on 
old  fronts,  regardless  of  "vhen  or  where  new  offensives  start  -  regardless  even 
of  who  starts  them  -  it  is  going  to  require  amounts  of  food  supplies  enormously 
gree^ter- thcin  any  vje  have  marshalled  and  shipped,  or  than  we  are  now  prepared  to 
ship.    This  is  major  problem  nuLmber  one,    V/hile  vve  are  accumulating  the  nev; 
shipping  to  move  a  great  army  into  fighting,  position  "/e  shall  nave  to  m.ove  great 
■pools  of  supplies  as  far  forwa.rd  as  we  can  -  to  Britain,  Russ^ia,  Egypt  'and  to 
amy  other  points  where- those-  supplies  can  be  used  or  defended. 

The  advance  stockpiles ,  are  a  necessity  jusb  b excuse  it  is  imipossible  to  move  a 
great  aim^''  and  all  of  its  supplies  in  a  short  time  -  no  m.atter  how  many  ships 
we  have'.     Even  aside  from,  the  enormous  .daily  ra^e  of  use  and  of  war  v/astage'  of 
supplies  per  m.an,  no  prudent  comjiianding  genei'al  waaits  to  start  a  critical  cam- 
paign on  a  new  front  utntil  he  can  hav.v:  direct  control'  over  at  least  six  months' 
supplies  directly  behind  his  linos.     The  fact  thit  we  are  short  of  ships  and 
that  it  will  be  harder  in  this  war  than  in  the  last  to  land  troops  and  supplies, 
and  protect  supply  lines  -  all  these  grim  facts  m.ake  it  all  the  more  necessary 
to  push  supplies  novj  into  advance  bases.     Only  thus  can  we  shorten  the^  final 
v:ater  jumps  enough  to  be  sure  that  our  ships  -Jill  last  the  war  out. 


Is  A.M. A.  now  ready  for  the  enormous  job  of  building  food  stockjjiles  overseas 
befc-ind  the  lines  of  our  cllies  and  of  our  o'-m  new  array?.  Are  we  ready  to  do 
this  in  raddition  to  the  herid  to  mouth  su.pply  icb  we  are  doing  nov7?    I  ask  these  ' 
questions.     It  is  not  necessary  for  me  or  for  yom  to  answer  them  in  words.  P^M.k, 
must  and  vrill  answer  them  with  deliveries. 

Our  problem  number  t'vo  is  one  of  recruitment.     Too  lar^.;e  a  proportion  of  us  in 
A.M. A.  in  the  past  came  from  farm  backgrounds  only.    Nov.;  that  we  are  becoming 
painfully  aware  that  farmers  do  not  produce  food  but  only  food  materials,  we 
are  becoming  avmre  that  we  need  help  from  those  who  manufacture  and  pack  and 
store  and  ship  foodstuffs  and  even  from  those  "/ho  prepare  and  serve  foods.  We 
need  to  bring  in  men  vvho  have  distingui-'hed  themselves  in  this  tv/o-thirds  of 
our  food  supply  economy  that  we,  in  A.M.A. ,  have  neglected.     We  need  especially 
to  have  the  advice  and  counsel  of  real  military  supply  experts.     Only  when  we 
have,   in  our  policy  forming  and  progr-m  directing  staff,  men  who  know  the  'whole 
range  of  food  supply  operations  from  farm  to  dinner  table  and  mess  kit  -  only 
then  can  we  hitch  A.M.A. 's  pulling  povfer  to  the  ivhole  food  supply  train  and  keep 
all  parts  of  it  moving  at  the  same  pace. 

Problem  number  three  is  procurement.     It  is  my  judg;iTj.ent  that  A.M.A.  has  done,  is 
doing  and  will  do  a  magnificent  job  of  procurement.     In.  its  several  parts  the 
procurement  work  of  the  Army  and  Kavy  and  of  other  Federal  Agencies  has  also 
been  good..    Eut  even  nov;  the  lack  of  central  control  is  keeping  our  total 
national  procurement  from  being  even  good.     It  is  not  enough  for  all  the  parts 
to  be  excellent:  they  m.ust  fit  one  another  if  the  whole  job  is  to  be  'excellent. 
At  present  no  man  and  no  .igency  has  the  total  responsibility  and  the  correspond- 
ing authority.     There  is  too  much  aggregate  buying  against  the  market  and  too  . 
many  failures  'co  buy  with  the  market. 

No  nation  in  v>rar  has  ever  had  a  really  good  food  procurement  record  vjithout 
centralized  pov/er  and  authority.     Only  thus  is  i'b  possible  to  get  the  gear 
ratios  right  between  growth  on  farms,  processing  end  pacKing  in  factories, 
storing  in  v;arehouses,  movement  by  rail  and  ship,  and  deliveries  to  hungry  men 
in  battle  areas,  in  munition  producing  areas  and  in  the  i.ndispensable  civilian 
occupations.     Is  the  Department  ready  for  such  ^-n  assignment?    Is  A.M.. A.  ready 
for  its  role  in  this?     Is  any  other  agency  reaay  for  the  job?    These  questions 
have  to  be  ans'v^ered  -  with  good  or  bad  ans'/jors. 

Problem  number  four  confronts  us  wit];  our  job  i.n  civilian  supply.     The  Depart- 
ment and  A.M.A.  did  a  great  job  in  stepping  up  farm  production  of  meat  animals 
and  of  other  foodstuffs  high  in  animal  proteins.     The  balooning  of  prices  for 
these  is  all  the  evidence  we  need  that  our  total  supply  at  the  farm  level  is 
already  physically  inadequate  to  satisfy  the  aggregate  demand.     What  we  did  was 
good  but  it  is  not  enough.    VJe  learned  the  he.rd  "'Joy  that  the  setting  of  retail 
price  ceilings,  though  fairly  effective  as  to  price  movements,  is  not  enough j  for 
it  can  make  our  short  supplies  lun  through  the  market  faster  than  ever.    All  the 
hard  problems  of  physical  allocation  and  of  rationing  are  still  to  come.  Is 
A.M.A.  ready  not  only  to  advise  on  these  matters  but  to  step  in  and  operate?  We 
could  be  asked  to  do  so.     If  we  should  be  asked  v/e  had  better  have  good 
operating  ans'vjers  r^oady. 
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There  -re  many  ether  jchs  ahacid  or  A.d.A,     It  is  true  that  they  may  not  be  ex- 
clusively ours  but  -.76  muct  concerr  ovirselves   -ith  them  in  their  entirety.  If 
a  job  that  must  be  done  fails  to  be  done  well  in  ^ny  part,  then  all  concerned 
•■/ith  every  other  part  must,  in  some  sense,  fail  also.     The  charo.cter " or  ^-  joi^, 
not  theory  about  aojainistrat ion,  imposes  the  conditions  to  success. 

For  this  reason,  A.M. A,  will  continue  to  have  a  sore  problem  cf  coordination 
.  v/ith  other  agencies.     Thus  far  A.I\l.A.  h^is  often  come  for'mrd  in  time  v/ith  many 
good  suggestions.    But,  because  there  is  noh  yet  a  means  of  m5i:ing  swift  de- 
cisions and  of  prompt  adoption  of  operating  progi-irjns  vrhere  several  agencies 
must  act  in  accord,  we  have  made  some  a"parrnT;  failures,    j?or  example,  A.M. A. 
proposed,  in  time,  'a  program  of  food  dehydration.    3y  the  time  aii  fX&  co- 
ordinating job  wi.s  done  there  was  not  enough  bj.m-j  left  to  build  all  the  p-i&ais 
necessary  to  catch  this  year's  farm'  products.    This  is  not  said  in  criticism  of 
any  other  agency  -  any  more  than  of  A.M. a.     It  is  said  only  as  a  fact  for  x?hich 
a  better  fact  must  be  substituted  in  the  future.    AiiC  A.M. A.  -  e.:iually  with  all 
other  agencies  concerned  -  must  help  to  find  :r:.ys  of  shortening  the  time  between 
the  adoption  cf  an  idea  and  the  actual  beginning  ct  operations  to  mahe  the  idea 
V     work  as  part  of  our  a^arfare. 

You  regional  directors  -Jill  have  a  most  imaart:mt  role  to  play  in  all  such 
problems.     The  whole  job  cannot  be  done  in  VJ^.shington.     It  has  to  be  done  on  the 
ground  all  over  the  United  States  end  all-  over  the  ^^o^ld.     You  will  see  some 
problems  coming  in  your  rt-spective  regions  befcie  we  do.  ■ 

I  do  not  know  just  vzh  :t  .qualifications  were  stressed  "in  appointing  you.     But  from 
meeting  you  here  I  'vill  guess  that  you  were  picked,  in  large  part,  as  men  with 
enough  initiative  and  gumption  to  raise  hell  ^n.th  i:s  in  i/ashington  when,  from 
^  where  you  work,  we  seem  too  slovv  or  to  bo  'moving  in  the  '-/rong  direction.    At  saiy 

rate,  I  hope  you  v.all.     But  please  do  not  raise  hell  "'7ith  us  about  things  you 
j^:'  csn  do  yourself  in  your  ovjn  region.    ";-/g  also  have  "-/ork  of  our  ovm  to  do. 

^■^  Certainly  you  v/ere  all  picked  b (.-cause  you  have  good  records.    You  have  been 

brcught  farther  forward  in  A.M. A.  ;  ^Jid  A. Li. A.  also  has  a  good  record  -  none. 

better.    But  your  appointments  "were  not  re-'/ards  for  ■.•ork  done  and  they  wx-re 
^  not  to  reflect  prestige  on  us  for  what  you  have  done.     You  have  been  asked 

to  share  v-jith  us  harder  v/ork  ..-.nd  greater  ::csponsib ility  than  has  ever  fallen 

to  your  lot  before  -  or  to  ours. 
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IX 


OPEN  DISCUSSION 


MR.  HENDRICKS ON:  Let's  find  out  if  there  are  any  questions.  Any  kino  of  ques- 
tions, 

QUESTION:    Y(ha.t  about  money? 

MR.    HENDRICKSON:    Well^  we've  got  several  kinds  of  money,  and  vjhen  it  comes 
tb  the  kind  of  money  that  is  involved  in  lend-lease,  we've  got  quite  c  lot. 
The  new  lend-lease  bill  i>;.  getting  shaped  up  now  -  irrcbably  go  in  in  October. 
In  the  case  oi  Section  32,  in  a-:  'ition  to  the  custoiLG  receipts  aji'iountin^  to 
'  $131,000,000  to  $132.^000,000,  reappropriated  funds  total  forty-four  and  one- 

half  million.    Vvith  respect  to  the  forty-foui"  and  one-half  million  the  3ud- 
get  Bureau  is  p^^oposing  that  the  President  sign  a  letter  impounding  fifteen  ' 
million.     I  don^t  know  hovr  serious  that  is,    Y:e  hLve  t;;o  or  three  possible 
progi'cmo  about  which  there  is  some  uncertainty  but  vdiich  ye  might  be  called 
upon  to  have  Ic-ter. 

It  has  been  de^.ided  thot  we  are  L.ot  goin^  to  use  S^^ction  32  money  for  sub- 
^  sidles  in  connection  with  price  ceilings.    We're  going-  to  use  Co:nuiodity  Credit 

funds  for  subsidies.    17e  may  have  to  administer  suosidy  programs.     Jack  Kut- 
son  of  C.C.C.  will  have  the  primary  responsibility  for  determining  subsidy 
programs  and  \.e  v;ill  work  with  him  on  the  specific  activities,     i/'ic'll  probably 
be  pushing  on  fruits  and  vegetables,  aii.lk,  and  livestock^  v/here  we  nave  a 
pretty  close  relationship  T;ith  producer  and  marketing  groues.    We  can  e-ocpect 

Sinitiacive  from  ACAA  on  corn  and  cotton- and  other  basic  commodities  cJid  some 
others.    We  will  work  with  MJi  on  many  of  them. 

As  far  as  Section  32  money  is  concerned,  it  is  quite  ILidted  of  course.  1/Vhile 
v;e  likj  to  always  have  lots  of  money,  our  expenditures  for  surplus  buying  are 
/?  not  running  very  heavy.     Ther^  will  be  more  surpluses  in  the  .fdl,  out  not 

a, tremendous  burden. 

.)  We  want  to  have  a  school  lunch  program  reaching  9  million  children  this  ivin- 

ter,    Vi[e  can't  reach  9  million  throughout  the  dchool  year,  but  we  don't  v^ant 
to  hit  9  million  just  lor  a  day  or  two,  either,     n^e  will  ha^ve  to  buy  a  lot 
of  commodities,  and  have  given  assurance  that  we  vd.ll  have  comaodities  for 
school  lunches.    Som.e  states  are  going  to  be  a  little  biL  slow  in  handling  • 
distribution  of  commodities  on  the  ground  of  expense.    But  we've  got  to 
insist  on  their  handling  school  lunches  as  well  as  stamps  v.dth  the  possibil- 
ity of  Yiithdrawing  sbajiips  if  they  fall  dov.Ti  in  commodity  distribution. 

MR,  CAPPLSrilaN:    You  mentioned  that  if  an  area  wants  to  vd.thdravj  from  the 
school  lunch  program,  we  vjibhdraw  the  stamp  program.    What  if  they  want  to 
v/ithdraw  the  stamp  program? 

MR.  HENDRICKSON:    What  do  you  think? 

I.1R.  C^PPL^ZIM^:    fie  had  that  thing  come  up  in  our  region.     I  think  before  you 
could  say  offhand  that  you  can  take  the  program  out  -  we  ought'  to  try  to 
find  out  what  is  at  the  bottom  of  the  request.    As  an  illustration,  v.'e  had 
a  county  in  Mississippi  wanting  to  withdraw  from  the  food  stamp  progra.n.  In 
our  ov/n  mind  and  from  information  available,  we  knew  that  that  particular 
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county  needed  the  stamp  progTc^n  badly.      There  were  a  1o:j  of  low-incoiue  people 
who  would  suffer  if  the  stamp  program  were  removed.     Then  we  checked  into 
why  the  persons  of  this  certain  county  v/anted  to  take  out  the  pro  gram.   ^  It 
developed  that  two  members  of  the  Board  of  Supervisors  vjer..  big^  plantation 
owners  and  that  they -^ere  using -the  food  staiup  program  to  benefit  their  com- 
missaries.   IVe  do  not  permit  co:iiiuissaric;3  to  accept  our  stamps  now'  cnci  these 
people  took  personal  exception  to  it  and  said  thuy  -..^ouldn' t  liave  the  program. 
Yfe  went  to  the  people  and  tc-ld  thum  thqt  if  they  took  out  the  food  staup  pro- 
gram which  they  recognized  the  need  for,  vje  would  not  peririt  them  to  have  the 
school  lunch  pro,grajTi.     They  iiiimediately  agreed  to  carry  on  the  school  lunch 
program  and  the  food  stamp  program.. 

MR.  liiCNDRICKSON;     The  polj  cy  we  have  been  following  is  th3.s:     the  school 
lunch  program  must  be  reta~  ned  c>r  we  wj.thdraw  the  stdjap  program*.  Withdrawing 
direct  distribution  or  swroching  the  stamp  prograji.-  to  direct  distribution  - 
we're  let^ving  up  to  the  regional  offices  and  the  Distribution  Branch. 

Qi  ■  V/hy  do  they  Tvant  to  give  up  school  lunches? 

M.  HJK'r'RICKSuNi     Because  '-^f  the  cost  of  distribution.     In  no  instance  can 
they  withdraYiT  the  school  lunch  program  and  retain  either  the  stamp  plan  or 
direct  distribution,     Quitv'  a  number  of  states  in  the  VJest  h^ive  a  state-wide 
stamp  plan  prograiu     In  on^  State  1%  operates  from  one  central  issuing  office 
in  the  state  capitol.     If  they  pull  cut  of  tiie  school  lunch  program,  they 
can't  have  the  food  stamp  prograju.     They  cannot  have  either  if  ,  nob  both. 

Qi    Vifhat  happens  when  you  have  an  isolated  county  ;:.nd  actual  transportation' 
costs  exceed  retail  value  of  com;iodities?    That  is  going  on  at  the  present 
time. 

i\ici.  HS'iNDRlCKSOI^ :    Some  adjustments  may  have  to  be  made  in  those  c^ses.  It 
does  seem,  awfully  silly  to  make .  people  waste  tires  and  vjorlonen  in  an  uneconom- 
ic operation,  end  we  are  subject  to  justifiable  criticism.     There  are  quite 
a  number  of  commodities  distributed  fo:.;  school  lunch  :/hich  can  be  distributed 
on  a  30  day  basis.     In  some  instances  mo  vd.ll  have  to  expect  increased,  local 
cooperation  in  finding  means  of  transportation.     There  may  have  to  be  further 
steps  too,  ■  ' 

tv'O  want  pjelfare  , agencies  to  make  the  school  lunch  pro;-jram  part  of  their  pro- 
gram «s  well  as  part  of  ours.    Yi'e  don't  want  to  be  too  possessive  of  the 
school  lunch  program^  ev^n  though  we  initiated  it  and  the  Depcurtiik;nt  promotion 
of  cominodities  comes  from  us.     Let's  keep  on  jfiakiiig  it  a  cQim^iity  project 
in  vjhich  lots  of  other  puople  can  get  psychic  retiorns  out  of  it. 

yyhen  it • comes  to  money  for  stamps,  there  will  be, less  money  available.  We 
are  in  the  throes  of  going  through  the  budget,   out  it  hasn't  been  settled, 
'/ife're  going  to  have  to  mak^^  some  adjustro.ent  in  the  stamp  program..  Our 
final  determi,nations  will  be  made  on  that  soon.     There  is  a  group  here  'vvork- 
ing  on  that  consisting  of  Charlie  Kuilcel  and  his  people,  Norman  Gold,  and 
Otie  Reed,  with  Fred  Waugh  acting  as  chairman  of  the  group; 

One  thing  I'd  like  to  call  to  your  attention.     Frankly,  the  program  dousn't 
have  the  interest  or  push  right  nov/  that  it  would  have  otherwise.     It  is 
quite  dangerous  to  make  changes  that  are  not  pretty  darned  well  supported 
because  thc^t  might  blow  up  the  program.    We  cannot  anticipate  vjhat  .is  going 


to  happen.    Participation  may  go  down  a  little  bit  niore,  but  we  don't  want 
it  said  that  we  killed  the  programo    VJe  are  not  looking  for  the  dsinise-  of  the 
otamp  program.     It  is  extremely  important  that  we  keep  it.     1  thiniv  we 
should  keep  the  skeleton  program  going  -  because  it  probably  is  one  of  the 
simplest  -and  the  best  'Tays  of  m^eeting  the  problems  that  ma.y  develop  when 
national  incpme  drops  off ^  farm  prices  drop  and  the  number  of  uneiiployed  in- 
creased. : 

This  distribution  program  has  lots  of  backing^  provided  it  has  been  kept  in 
good  shape.     It  is  important  that  its  reputation  be  kept  high.     This  is  very 
important  from  the  standpoint  of  the  field. 

With  respect  to  direct  distribution^  as  I  said  a  little  while  agO;,  v!e  are  not 
»*  -buying  much  surplus  right  novij.    At  the  sai'ie  time  it  is  lmp;ortant  to  remember 

that  in  areas  v'hers  there  is  no  :;tamp  progra^.i  many  people  are  up  against  it. 
They  are  not  rettin--^  a  square  deal,  in  my  opinion,  relative  to  st<amp  pi-ogra/n 
.  participants.     It  doesn't  me.an  we  should  spend  absolutely  equal  a^aounts  -  it 
;    should  be  considerably  less  for  direct  distribution,  since  the  programs  are 
fundamentally  different, 

I  look  to  the  period  in  which  the  Sta^to  ana  Fed:..ral  Governm.ent3  v/ill  assume 
certain  basic  financial  burdens  regarding  underprivileged  poo pie,  so  that  we 
could  get  away  from  tne  coLLmodity-only  business.    How  mjich  expansion  of  con- 
s'umption  do  w.,.  get  as  a  result  of  it? 

I  wonder  if  we  can  ever  have  standards  for  direct  distribution  participation 
equal  to  those  which  have  been  develbpod  in  connection  with  the  stamp  pro- 
gram.   With  lots  of  effort  and  push  certainly  wo  can.     And  if  we  do,  each 
person  will  be  able  to  get  more  commodities. 

\^  It  is  going  to  take  quite  a  bit  of  effort  to  keep  the  public  aware  that  the 

problem  of  unem.ployod  and  underprivileged  does  exist.     Old  people  have  no 
chance  for  emplo.ymont,  for  one  thing.     Able-bodied  vmo  are  employable  have 
a  seasonal  problemi.     The  unemployment  Kegro  group  is  still  very  large.  I 
am  told  that  in  Chicago  the  only  people  on  I'^PA  are  Ilegro. 
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YiTith  respect  to  other  funds,  the  AMS  group  of  funds  and  the  old  CSA  fund 
have  both  been  curbed  a.  little  bit,  but  I  think,  goneral3-y  speaking,  in 
the  case  of  inspection  prograims,  the  aiuount  of  reimbursable  funds-  is  prob- 
ably larger  than  it  has  been  for  a  long  tim.e.     The  volume  of  work  is  great 
even  though  the'  amount  of  appropriated  funds  is  somevmat  lower.  Mr.'Mehl's 
funds  got  cracked  a  bit.    Another  effort  to  inject  life  and  support  will  bo 
miade  this  winter,  we  hope.     I  thirjk  Cj1-\  needs  more  sex  appeal.     I  don't 
know  how  it  could  be  done,  but  I  think  that  is  the  trouble  right  now.  Ylfo'll 
have  to  call  on  some  of  the  expei'ts  here* 

I  wanted  to  mention  school  miilk.    As  many  of  you  know,  we  have  converted 
that  over  to  a  diversion  progra^'a  ?;ith  a  view  to  simplification  of  adiiLinistra- 
tion,  and  want  to  concentrate  on  tovrns  imder  10,000  people.     There  is  a  good 
reason  for  that.    We  v\rere  pouring  a  lot  of  money  into'  big  cities.     It  is 
much  easier  to  line  up  a  job  in  a  big  city,  and  spend- lots  of  money,'  and  as 
a  result  ignore  and  neglect  the  smaller  places,  which  from  a  nutritional  stand- 
point and  other  considerations  we  shouldn't  ignore.    It  is  said  that  probably 
rural  people  tend  to  do  worse  when  it  comes  to  milk  consumxption,  than  many 
urban  people.    We  can  help  thorn. 


-  72  - 


/Jlotment  of  P"'unds  -  Maybe  we  can't  get  it  all  settled  this  time,  but  we 
are  going  to  get  tiie  administrative  funds  worked  out  so  that  we  can  get 
everybody  on  an  allotment  basis c     I  like  the  allotment  system.     It  gives 
you  quite  a  lot  of  room  for  adiainistration  and  exercise  of  good  nanageiitent 
sense.    Budget  out  of  an  unallotted  surri.  and  the  m-'in  who  speaks  loTadc-'-t  gets 
the  most  money.     That  practice  is  unfair  to  the  wnole  s^^'stem,     A  sensible 
allotm.ent  is  much  better and  it  is  going  to  give  each  regional  ciiief  a 
chance  to  exercise  ingenuity  on  his  own  account,  without  being  unr<.:^':'.sonable. 

Unif orm  Organization ;     I  hope  we  can  work  out  a  relatively  standard  type  of 
organization  in  these  regional  offices,  so  that  a  fellow  can  juove  from  one 
to  another  aciministrative  office  without  having  to  spend  a  long  time  trying 
to  figure  out  what  v^orld  he's  in^     The  kind  of  uniformity  is  pi'otty  useful, 
though  it  rcust  mc^ke  allowances  for  tnc  fr.ct  that  prol-'lem.s  vary  in  the  dif- 
ferent regions o 

You  can  have  an  ?.ssistant  regional  administi-ator ,  one  at  least,  and  on  re- 
quest you  can  h::ve  n-aybe  two  fur  sufficient  ,i^j.stii  ication.     In  some  cases  it 
may  be  warranted,  but  I  don't  knoYi  about  al3.  c'^ses.     Your  structure  doesn't 
have  to  be  an  exact  copy  of  the  Washington  structure,  but  should  be  some- 
what similar. 

We  want  to  avoid  the  situation  in  which  each  person  in  YJashington  has  his 
own  m.an  out  there.    The  regional  c'.,dmiinistr.::-tor  is  the  boss,  but  Wo  v/ant  to 
see  that  there  is  recognition  and  mutual  respuct.    VJc  r-re  going  to  try  to 
1  have  people  from  Washington  go  out  in  the  field  to  be  as  i:i'.,lpful  as  pos- 
sible, 

Vtoether  V'le  ought  to  call  your  units  divisions  or  branches  is  a  question. 
I  would  suggest  that  you  reserve  the  term  "br^mches"  for  a  while,  and  start 
out  b3''  divisions ♦ 

Certainly  you  ought  to  have  somebody  who  has  the  responsibility  for  the 
distributJ.on  vjork.     It  may  be  that  that  C3.n  be  combined  Y^ith  something  else, 
but  it  is  a  little  doubtful  because  the  load  is  considerable.    We're  going 
to  have  to  have  recognition  of  S'/iction  32  purchases.     You  want  to  work  this 
out  with  IiT.  Alb  in.    V/e  need  in  every  case  a  man  ^.'-jho  is  gcu-ng  to  be  in 
charge.    Thore  are  darnud  good  m^n  avaiJ^able  in  the  field  now.     I  would 
like  to.  repuat  -  get  yourself  good  men  while  you  are  at  it,  so  that  you 
don't  have  to  start  westling  Y/ith  all  of  the  activities. 

In  connection  ?jith  the  personnel  and  the  admdnistrative  services  and  your 
budget  or  fiscal  control  I  would  like  to  suggest  that  these  probably  could 
head  up  to  one  ir: an  in  your  shop. 

You  should  be  p.ble  to  find  roomi  for  some  . adroinistrative  planning.  Adminis- 
trative planning  is  the  kind  of  thing  that  doesn't  go  too  well  if  the  man 
in  chrrge  has  to  be  tied  up  with  the  routine  of  personnel  actions  or  audit- 
ing.   An  adriiinistrative  planner  isn't  exactly'"  an  efficiency  expert  -  or 
won't  act  like  one.    He  is  tho  kind  of  a  fellow  who  will  get  dovm  and  dig 
and  help  simplify  routines  that  tend  to  become  cumbersome,     Ke  should  work 
at  organizational  structure  in  an  advisory  ?ray.     If  he  is  directed  and  given 
his  head,  he  can  be  one  of  the  most  useful  people  you  can  have  around  an 
office. 
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Marketing-  reports  v^ork^  Vvhicli  some  of  you  hcve  called  m  for  .nation,  is  :.iore 
than  information.    Marketing  report  pro^^rams  include,  for  example,  the 
Victory  Food  item  cs  an  Luportant  part  of  the  food  prograiii.    Under  the 
Victory  Food  idea  we  are  more  nearly  teaming  up  the  producer  and  distrib- 
utor interests  by  getting  the  tr-de  at  ell  levels  to  v/ark  together.  Through 
this  iPe  are  doing  some  things  that  will  save  us  money,  because  if  Tv'e  move 
commodities  tl:Lrough  cOiffiiiercic..l  channels  i/e  do  not  have  to  buy  them,     v.e  vvant 
a  good  man  on  Victory  Food  I'vork. 

You  need  to  h^ve  a  yc^in  on  information.     Let's  talk  about  information  just 
a  little  bit.    Don't  g:et  too  terribly  aggressive  on  this  information  thing. 
Some  people  think  that  a  lot  of  r.-:blicity  is  \.'onderful.     It  is,  all  right, 
if  you've  got  some  uojecti-e.     C-.m^tLues  it  j.s  a  u^zr-^d  useful  tLj.ng.  On 
the  other  hand,  there  is  a  good  deal  of  justifiable  public  concern  at  this 
time  over  treiaen.aous  informational  activity.     The  Go\-err^iient  hc^s  gro;/n  tre- 
mendously.    People  throwing  out  information  hdve  increased  grecxtly.  Nevfs-^ 
paper  space  is  grovving  tighter.    Some  people  feel  lIils  expe.-diturc  of  the 
Govermient  in  that  direction  is  auite  excessive.     I  feel  definitely  you  need 
to  have  support  r.vnd  help  ^.nd  advice  on  public  j-nformation  and  relations. 
All  inf Ox^iiiatioii  man  can  be  rseful.    Don ' t  overlook  the  desirability  of  having 
him  in  youi-  conferences.    Keep  hi:n  informed,     he  ci.n  c.-.dvise  you.    Some  of 
you  have  better  instincts  for  good  relationships  \jlth  the  public  than  obhers. 
A  lot  of  felloY;s  can  make  mistakes. 

There  is  one  other  .;.ai.ter  I  imnt  to  mention  particularly.     Otie  Reed  is  here 
for  prograiii  appraisal  work.     I  v/o-^ld  like  to  see  thac  you  develop  so/aebody 
along  that  line  in  the  field  combining  it  with  existing  ucono.nic  analysis 
work  i-  the  region.  ^  • 

V/e  ought  to  look  foTY^cxrd  tc  having  commiodities  covered.     In  addition  to  the 
purchase  and  distribution  aspecLs,  I  think  3^ou  should  staro  getting  some 
commodity  men  out  there,  but  you  don't  want  to  gee  anything  star cod  and 
have  nothing  definite  in  mind. 

Amazingly  enough,  one  of  the  great  problems  ct  the  present  moiient  in  taking 
very  necessary  action  on  l£rLLtation  orders,  rv^servation  orders,  allocations 
and  rationing  is  to  find  room  space  in  Ifesh^ngton  for  people  to  0:0  work  on 
it.     That  is  actually  one  of  the  most  serious  problems,    ".u-e^re  not  planning 
to  take  people  here  in  iifashington  ^nd  ship  tht^m  out  lo  the  field  but  I 
should  not  be  at  all  surprised  if  the  Depari-ment  \/ere  called  upon  to  ship 
people  out  in  the  field  on  very  short  notice.     They  were  very  rough  here  on 
that  subject  in  the  last  6  or  9  months.     I  don't  like  this  "Vvholesale  kind 
of  throwing  people,  cut  of  Vjashington  but  people  here  have  to  keep  in  aiLnd 
movin?  functions  out  in  the  field  for  Al'iA.     Oir  oercentafre  of  peoDle  in 
Vv'ashington  is  c^uite  a  bit  too  high.    Rather  tha.n  move  out  in  some  wholesale, 
quick  juinp-up  way,  it  liiight  be  better  if  we  all  keep  our  iiiinds  on  it.  In 
six  months  the  Department  might  conceivably  do  something  involving  whole- 
sale movement.     The  order  might  go  out  in  terms  of  spaci.     "Vacate  so  .auch." 
i;/e  might  argue  that  we  ought  to  hb.ve  a  little  priority  over  some  of  the 
other  agencies,  but  we  can't  hold  on  to  that  notion  indefinitely.  Some 
people  like  going  out  of  towTi  verj'-  well.    Mac  Clevengvr  seemiS  to  enjoy  life 
in  California. 

Reriiember  that  the  regional  e-dministrator  is  expected  to  be  an  executive  and 
a  leader, _  ana  is  not  expected  to  bog  himself  dovm  in  routine  detail,.  He 
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shouldn't  sign  over  20  letters  a  day.    You  -lan  ou3:ht  to  have  ..len  vvho  are 
responsible  for  signing  their  own  letters,    lou  shouldn't  let  anybody  else 
sign  your  mail,  either ^  except  ii  you  nave  poison  ivy  on  ;>  our  honds!  A 
man  ought  to  get  someone  else  if  he  has  iiiore  than  20  letters. 

There  was  a  man  at  the  head  of  a  division,  a  very  small  division,  in  BAE, 
and  a  mip:hty  fine  man.     He  is  vary  ill  nov/_,  .j_uite  ola,  but.  one  of  th.;  finest 
men  -  a  fine  student c     Ke  built  up  his  line  of  work  from  small  beginnings, 
very  largely  througn  his  o^.^n  push  and  interest.     He  gathered  around  him  very 
good  men      good  quality  men.     The  New  Deal  came  along.-  a  chance  for  cxction 
in  his  field,     Ke  l^ept  prosecuting  it  rjad  pushing  it  alonge     Nobody  else 
knew  es  much,  so  tlie^'  told' him  t  :^  do  ic-o     He  got  le'-s  of  people  -  lets  of 
administrative  expense  men.  y.     t;e  had  been  in  this  s '.holo.r]y,  feirly  slow 
tempo  for  so  lori-;^  h- 'couldn't  wc^K  any  other  way.     Tb.e  fellows  flattered 
him  -  always  fixed  everything  for  his  signature,    ''rhey  kept  thc:.t  up.     He  got 
this  big  activity  and  hu  ivas  a  v  ry  conscientious  man  -  aly\fays  read  every- 
thing.   Always  insisted  on  signing  his  o«m  name,  and  thus  got  up  to  a  couple 
of  hundred  letters  a  day.     He  hc;dn'e  mucn  time  for  anythin<5  else.  Someone 
said,  "These  dre  pretty  routine  letters,     let,  someon>i  else  sign  them  for  you 
Finally  twelve  fellows  were  signii;g  his  naine .     He  got  down  to  uhere  he  wasn» 
signing  m.^ny  himcelf .     People  receiving  thesc;  letters  would  com^  in  to  see 
hLii  and  lie  didn^t  know  vjhat  he  had  sign.-jd.     He  never  got  cvjr  this.  Every- 
thing was  confused.     From  en  ad^iiinistrative  stardpoint  I  don't  believe  he 
v>fas  considered  v^ry  successful,    A  nice  guy  -  Knew  his  program  pretty  well, 
and  it  folded  up.  "He  isn't  to  blame,  or  his  illness.     H>j  v/c-s  sunk  in  rou- 
tine d..tail.  -  - 

V/hat  is  so  L'nportant  about  some  of  those  letters?    There  are  good  enough 
people  around  the  Dlece  to  review  them  -  they  should  sign  good  letters^  if 
they  are  making  3800 'to  4800  dollars.     I'm.  not  great  on  rul^s  -  viol... ted 
just  about  every  rule  I  ev'^r  got  h^l:  of.'  But  there's  a  vt^ry  good,  prin- 
ciple to  it  of  keeping  correspondence  down  lo  not  over  20  lc;tters  a  day. 
It  will  a'ork  out  to  your  advantage  in  the  long  run.      s?3800  or  §4800  - 
heavens,  they're  getting  enough  money  to  tai-.e  a  lot  of  responsibility^. 
Anyone  not  vfilling  to  take  that  much  responslbiCity  is  not  earning  it. 
They  ought  to  be  downgradud. 

One  more  little  point  I  viould  lik..  to  miake.    Watch  the  iiattcr  of  scrupu- 
lous honesty  of  your  area.     Some  of  us  probably  are  mor^  suspicious  than 
others.     Let's  not  have  suspicions.     At  the  same  trrne,  let's  not  hesitate 
to  see  that  proper  steps  are  taken  to  establish  facts.    Men  should  have  a 
chance.    When  ru-iors  come  in  they  should  be  told  about  it.     The  question 
should  be  disposed  of  -  brought  to  a  head,    Don^t  to].t;rate  any  seeming  dis- 
honesty.   We  don't  investig^.te  evury  liotle  kind  of  slander  but,  if  it  is 
L-aportant,  exercise  good  judgment. 

Steer  clear  of  politics.    No  one  among  you  was  selected  on  the  basis  of  any 
political  preferment  whatsoever,    Vje're  not  interested  in  your  politics. 
You  are  entirely  free  of  political  affiliations  and  you  are  not  going  to  be 
asked  to  do  any  party  chores.     The  Hatch  Act  applies  to  you.     It  is  none  of 
your  business  to  do  party  chores.     Of  course  it  is  up  to  you  to  protect  the 
Administration,  the  Department  and  the  AMA  fromi  allegations  of  failure,  mal- 
feasance, misfeasance,  and  non-feasance.    No  matter  v^ho  happens  to  be  run- 
ning for  president,  etc.,  it  is  your  job  to  serve  and  cdmiinistrate  to  the 
public. 


Tliat  doesn't  mean,  however,  that  y-U  have  to  run  av/ay  quickly  any  tLne  a 
member  of  Congress  is  interested  in  th.)  program  you  bre  dealing  ^vith. 
Senators  and  Representatives  are  elected  by  the  people.     There  has  been 
an  interesting  evolution  in  their  responsibility.    You  may  have  noticed 
the  amount  of  help  a  member  of  Congress  has  to  have  in  his  office  t-^nds  to 
incroaao  with  years.     The  public  tends  to  turn  more  and  rLore  to  hiixi  for  help 
in  gett-in/^  chores  done  or  to  /ret  information,.     There  are  very         membors  of 
Congress  wiio  are  so  secure  in  "their  position  that  they  can  afford  to  cis- 
regard  the  v;isnes  of  th'^ir  constituents  even  though  some  of  those  wisni^s 
may  s  ^.em  unreasonable.    For  these  reasons  I  Lhink  Iz,  is  important  that  mem- 
bers of  Congress  fixid  out  about  cur  programs  and  that  thej  huar  from  their 
people  about  them.     There  ma^  be  eomi)  sj.tuations  in  v^hich  you  can  help  a 
Congi^essa:ian  beco.-ie  better  j-nf  orm-:  d  in  regard  to  a  pre  gram. 

But  you  are  not  out  there  to  do  political  chores,    Personcl  fortun^.s  ere 
not  involved.    It  is  theii^  right  to  know  abouL  things.    When  I  speak 
about  polities  in  that  sense  it  is  much  different  from  goiug  out  and  doi.ng 
ai'iy  "tvard--heeling. 

One  other  xword  -  lot's  not  be  pro^.d-ncial,  -When  we  set  up  our  com^aodity  branch' 
es  we  had  a  litt  J  e  luncheon  and  I  ".ssued  a  warning  thcvt  tho  pe 07x1.0  handling 
comi'iiodities  shouldn-t  become  provincial  with  respect  to  these  comTiOdities, 
On  o.  different  basj.s  t-hat.  same  thing  applies  te  the  regions.     Let's  make 
pretty  sure  that  vve  don't  push  our  own  r^^giens  with  uttj-^r  disregard  for  the 
national  picture.     It  is  pretty  hard  to  ctirry  "ohat  out.     CortainJ.y  I  wouldn't 
like  to  see  you  neglecting  your  rjgion.    We  ought  to  ^xpeci:  som^  push  from 
you.     Don't  tak^  unfair  advantage  of  the  other  regionrf.     It  is  probaoly  as 
siiaple  as  that»     Ti-'ying  to  v/ork  out  a  scheme  here  for  dividing  up  money  so 
that  there  is  some  ervuality  end  equity  in  the  distribution  of  funds  for 
stamps,  school  lunches,  milk  ^nd  oth.:i'  pi-o-grams  is  not  a  formula  to  be 
slavishly  followed  but  v/c  ought  to  get  pretty  close  to  it.    Some  states,  are 
doing  awfully  v;ell,  some  states  seem,  to  be  neglected  relative  to  others. 
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GOLD:    Do  8Xiy  one  of  the  seven  region?.!  men  have  onj  questions?    Mr.  Gappleman 
do  you  have  any  questions? 

CAPPL-Er£^i\i  2    I  do  not  have  any  questions  but  I  have  made  some  obsorA^ations.  I 
think  the  matter  is  going  along  very  well  and  I  don't  see  any  reason  why  we 
can't  operate  in  the  field  and  cooperate  with  the  people  here*    I  know  they 
will  give  us  the  right  cooperation  in  dealing  Yvdth  the  people  they  have  been 
dealing  with'  a  long  time.    It  is  possible  that  maybe  som^e  of  us  should  taJk 
with  them  personally  about  some  of  their  particular  projects  so  we  won't  step 
on  their  toes,  but  I  think  we  can  make  it  nicely.     I  used  to  have  a  teclmical. 
job  and  I  was  always  afraid  of  some  administrative  man  coming  in  and  te3-ling 
me  how  to  run  a  program^  so  I  know  how  they  f  eel^but  even  though  I  kno"w  som.e- 
thing  about  cotton,  I'm  not  going  to  try  to  tell  your  cotton  men  how  to  plant 
cotton  or  hoM  to  handle  the  grading, 

ROEINvSONs    That  question' of  how  the  regional  adiLinistrators  lYill  tie  in  with 
technical  work  is  one  that  has  caused  some  worry  around  here.    T  was I'^onde ring 
about  this  —  you  would  not  tell  us  how  to  grade  cotton,  but  on  tiie  other 
hand  you  don't  just  ignore  the  job  of  cotton  classing. 

CAPPLEMArJs    I  meant  what  i  said  when  i  said  I  would  not  tell  you.r  men  ho7f  to 
grade  or  class,  but  I  might  help  him  direct  it  in  the  area  we  rep>resent. 

ROBINSON:    I  jj-:iagine  that  Gapplemaji  is  exactly  right.     "I  would  not  tell  hirn 
hoTf  to  class  the  cotton."     I  thinlc  what  he  would  do  would  be  to  work  with 
our  maJi  Parker  who  is  6upervising  that  work.    If  poor  jobs  showed  up  in  our 
territory  he  would  check  with  Parker  and  see  what  the  trouble  was.    That  is 
the  way  to  handle  tha.t  job.    I  don't  think  they  will  have  any  difficulties 
along  that  line  becaaj.se  Mr.  Cappleman,  being  a  cotton  classer,  would  be  com- 
petent to  say  whether  the  job  i^as  being  done  right.    There  is  something  he 
■could  do  —  he  could^  check  with  the  other  offices  in  the  area  to  see  if  they 
are  doing  as  good  a  job  and  turning  out  the  same  amount  of  work.    He  could 
find  out  Y.hat  is  causing  complaints  about  cotton  classing  in  certain  areas  and 
if  there  were  comiplaints  attemipt  to  see  Y.h.at  v.-as  in  back  of  them.    There  are 
two  kinds  of  jobs,  one  of  them  is  the  question  of  Ydiether  this  fellow  does 
classify  cotton  right  or  not.    For  the  Smdth-Dorsey  program,  it  rrould  be  a  good 
thing  for  som-eone  to  be  reviewing  that  sort  of  thing  to  see  if  they  are  giving 
the  best  service  in  the  right  places  and  could  they  be  doing  a  better  job  of  it. 

My-JELL:     I  think  the  point  is  well  made  that  regional  men  mdght  give  som.e  at- 
tention not  only  to  cotton  classing  but  how  this  whole  classing  job  fits  in  to 
the  whole  job  of  marketing  f  ru.its  and  vegetables  and  all  the  others  thait  might 
have  a  place  in  that  region^  to  study  the  whole  picture  ais  a  part  of  the  mar- 
keting program. 

GOLD:    Mr.  Gage,  you  have  always  been  willing  to  express  your  \n.ews  on  the  re- 
lationship of  technical  vforkers  in  the  field. 

GAGE:     I  have  assumed  from  the  beginning  that  regional  administrators  would 
steer  pretty  clear  of  the  technical  direction  of  work  on  specialised  commodities 
or  where  the  work  itself  is  rather  highly  specialized.    That  is  a.  very  uPxjDor- 
tant  thing  to  have  an  understanding  on  because  it  is  to  some  extent  rather 
difficult  and  probably  impossible  to  make  a  clear  separation  of  technical  and 
administrative  ^iork  because  the  administrator's  work  hinges  on  needs  of  tech- 
nical work  itself.    I  don't  Icnow  of  any  way  the  line  of  dema.rkation  can  be 
drav/n  except  to  recognize  there  is  one  and  arrive  at  it  by  consultation  and' 
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gradually  get  the  lines  clec-red  up  in  the  mind, 

MBEN;    li^fhat  vrould  be  the  major  difference  between  supervising  that  kind  of  v;ork 
and  handling  the  nork  wc  now  do?    We  have  your  economists^  trained  personnel 
officers 5  trained  vfelfare  officers  -  right  on  dovm  the  line*    I  don't  think 
there  is-  ?ny  one  of  the  regional  directors  who  icnovf  as  much  about  persomel  as 
our  personnel  officers.    Hoy-^  do  vrc  handle  it?    It  seems  to  mo  'vve  are  making 
a  lot  of  talk, 

ROBINSON?    As  a  matter  of  fact  I  didn't  have  any  problem  in  raind^,  because  as  I 
said  before^  the  Administrator  is  not  going  to  be  bothered,  vfith  the  technicp.l 
supervision  as  to  y/hothor  this  mar.  is  classing  this  thing  right  or  not#  Some- 
one under  the  Administrator  vTill  h.ave  that  job. 

POLLOCK;    I  thj.niv  after  he  gets  out  and  finds  out  vrhat  his  job  is  he  vvon't  Wcint 
to  get  into  it.    There  are  so  many  problem.s  to  his  oim  job  that  if  he  does  his 
job  he  couldn't  mess  around  with  technical  phases  when  he  has  supervisors  train- 
ed to  do  that  work,    I  cannot  visualise  how  I  could  get  into. dairy  and  poultry, 
fruit  and  vega-t^bOe^  m.eatsj  and  be  much  other  than  a  ni^isance  If  I  get  beyond 
the  point  of  trying  to  advisuj  trying  to  coordinate _j  and  be  of  service  to  the 
people  —  hovf  can  I  hope  to  get  into  the  field  of  technical  supervision? 

Lt^.BENj    It  is  a  question  as  time  goes  on  as  to  how  you  are  going  to  organize  srd 
handle  it#    A  discussion  of  the  method  of  supervising  the  inspection  of  iru-its 
a:id  vegetables  or  clas^^ing  of  cotton  is  pretty  loose  talk  at  this  stage  of  the 
gane •    I'll  repeat  my  question,  what  is  the  difference  between  the  plan  as  set 
up  ?Jid  Tj'hat  no  are  now  doing? 

GOLD;    Is  it  trae  II?o  that  out  in  your  "vYestern  region  you  have  had  som.e  real 
disputes  as  to  the  grade  of  f raits,    Hoy^t  do  you  meet  the  problem.? 

CLEVENGSRs    V^Jlien  that  problem  developed  the  groT/crs  approaciied  m.e  on  the  deal. 
I  immediately-  got  som.e  of  our  people  and  the  gro'wers  conrjiittee  and  I  held  a 
meeting  and  thrashed  the  thing  out  end  sent  a  vrire  in  makj.ng  a,  reconinendation 
to  which  everybody  concurred.    If  I  remember  correctly  I  acted  as  arbitrator 
and  then  we  came  into  "'ashington  on  the  deal  and  asked  thct  the  grade  be  change! 
and  it  wa.s  changed  and  ire  went.    I  agree  Yvdth  Mr.  Pollock  just  about  one-half. 
A  situa^tion  arose  with  Hawaiian  rice  -  an  urgent  need  of  an  expert  to  fly  to 
HaY^aii  to  fumigate  Yd.th  ethylbromide .    I'Ye  have  an  expert  ou'^  there  that  really 
knoYj"s  his  business  on  rice.    He  Y/ill  be  j-ii  a  Clipper  before  night  on  his  Y/ay 
to  Hawaii.    This  is  a  case  Yrhero  the  adm.inistrator  had  a  choice  of  sending  a 
couple  of  men.     I  do  not  vrant  to  delve  into  the  rice  deal  but  I  am  in  a  position 
to  knoYJ"  which  is  the  m.cii  to  send.    One  man.  clearly  has  more  background  and  is 
best  man  to  send.    I  Yfant  to  malce  the  decision. 

POLLOCK;    I  think  Mr*  Clevenger  has  set  up  a  special  problem  of  rice  in  Hawaii 
which  Yfouldn't  be  generally  a,pplicable.    Let  v.3  assume  that  we  have  a  cotton 
problem.    Let  us  say  that  cotton  is  classified  in  a  certain  imry  and  the  super- 
visor is  called  into  the  picture  and  maybe  he  doesn't  agree  with  the  original 
classification  and  it  goes  to  your  Board.    Hoyv"  there  is  a  group  that  has  the 
fin.al  say  on  cotton.    We  have  a  case  where  somebody  in  Mr.  Clevenger' s  region 
in  San  P'rancisco  grades  a  car  of  grain.    A  supervising  inspector  at  San  Fran- 
aisco  is  called  in  on  that  and  maybe  the  applicant  isn't  entirely  satisfied 
with  the  grading  given.    He  has  an  opportunity    to  go  into  the  Board  of  RevieYY 
in  Portland.    You  carry  all  the  Yray  through  to  expert  authority  and  it  rronld  be 
a  dangerous  procedure  to  have  a  regional  director  to  go  dabbling  into  that  thing 


Under  the  present  cetiip  jon  have;  all  the  protection  in  the  Y^rorld  you  need  in 
the  matter  of  grading.    The  supervising  inspector  who  is  an  expert  in  the 
grp.ding  and  classification  of  comiriodities  shou].d  be  the  one  called  in, 

ROBINSON s    I  haven't  hai  sj^f  nisgivings  on  this  at  all,     I  h^ve  risgivin^c  if 
the  admiiiistrator  or  Chief  of  Cotton  looks  at  a  bale  of  cotton  and  says  the 
classer  calls  this  wrong.    The  chances  are  that  the  Adninistrator  worl±?  't 
know  anything  about  it«     I  assinne  that  the  expert  knoYfs  inore^  and  I'fill  bo 
able  to  do  it« 

IIABEN:    You  haven't  answered  ny  question  yet. 

Q^LDt     I  em  not  going  to  sncwer  on  this  formulation  of  grade  when  a  grrde 
doesn't  exists    I  an  quite  certain  that  there  would  te  qu.ite  a  disposition  for 
fingl  authority  for  such  matters  to  rem.ain  in  a  ITashington  office. 

I'lA-BENs    Isn't  that  wiiat  we  do  now,    I  can't  see  much  of  a  chajige.    T'e  call  in 
our  e^q^erts  on  any  point  that  comes  up.    We  get  outside  help  from  other  Depart- 
mental agencies  3  Sta"Ge  agencies^  we  get  all  the  e2q:'9rt  assistance  we  can  at  the 
lower  levels.    The  regional  a.dminz-Strator  will  rever  be  qualified  in  such 
technj.ques  and  tvill  not  lYanu  to  get  into  them.    He'll  rely  on  his  experts.  Then 
if  it  is  something  which  a  precedent  hasn't  been  set, we  send  it  to  V^ashington. 


I 
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llilRKETING  REPORTS  DIVISION 


Arthur  C  •  Bairbiett 

I  do  not  knoir  hoY/  accurate  this  is^  or  how  historical,  but  I  an  told  that  back 
in  the  days  of  innocence  some  of  the  Government  agencies  started  hiring'  pub- 
licity men.'   The  contemporary  critics  ox  the  Administration  in  Congress  said 
the  GovBrmnent  could  not  hire  any  publicity  men,  so  that  stopped  that  —  for  a 
little  while.    Later,,  in  the  Department  of  Agriculture,  someone  hapyjened  to 
look  at  the  charter  and  there  was  a  phrase  in  there  about  the  Dep^J'tment 
duty  to  disseminate  information.    So  they  began  to  hire  information  men.  • 

As  time  went  on,  people  .began  to  suspect  that  inf onnation  men  were  not  much 
different  from  publicity  men,  so  vre  began  to  have  a  hue  sjid  cry  about  infor- 
mation men.    Well,  actually  Y/hat  they  really  are  —  or  Y/hat  they  ought  to  be  — 
has  been  sujumed  up  in  a  noY^  phrase  adopted  in  our  times  ■  "public  relations." 
And  it  is  very  important  that  Governm.ent  agencies,  like  private  agencies,,  have 
somebody  to  look  out  for  public  relations,   -vie  have  to  have  public  cooperation 
all  the  Y;ay  from  the  consuiner  back  to  the  producer,  particularly  in  operations' 
liJ<;e  ours.    You  have  to  have  cooperation  from  the  producer,  from  the  processor, 
from  the  distiHLbutor,  and  from,  the  consumer  if  you  are  going  to  get  programs 
accomplished..  .  You  can  not  do  that  mless  you  get  along  'Y.dth  them,  end  getting 
along  with  them,  requires  certain  activities,  certaJ-n.  points  of  view,  certain 
knoY/ledge,  vrhich  is  best  summed  up  as  public  relations. 

HoYreVer,  we  have  only  a  very  few  inf omation  men  in  AHA;  Yfe  have  an  Informa- 
tion Section  in  the  Division  of  Marketing  Reports.    Noyj",  generally  spe axing 
the  Division  of  Marketing  Reports  is  primarily  interested  in  public  relaitions, 
but  in  addition  Y\re  are  actually  engaging  In  activities  Yrhich  the  usual  informa- 
tion unit  of  a  governmental  agency  does  not  participate  in.    For  instance,  as 
you  know,  we  have  the  Victory  Food  Special  Program  as  part  of  our  responsibility, 
and  that  is  rea.113^  an  acti>on  program  as  m.uch  as  it  is  a  public  relations  or 
informational  prograra. 

NoYf  I  Y/ant  to  come  back  for  one  moment  to  the  importance  of  public  relations, 
to  go  into  it  a  little  further.    You  can  not  separajbe  .any  of  our  activities 
strictly  into  technical  and  public  rela^tions  problems.    They  are  all  inter- 
tYvined.    You  may  have  a  case  like  the  one  Mr»,  Cappclman  ran  into  in  Texas,  this 
year,  when  the  problem  Y/as  getting  the  onions  into. the  market.  .  Well,  obvi- 
ously, that  is-  a  problem,  that  has  to  be  handled  by  purchase  men,  by  the  tech- 
nicians in  the  field  of  marketing,  and  so  on.    At  the  same  tim.e,  as  "Cap"  will 
tell  you,  it  involves  terrific  public  relations  problems,  particularly  if  you 
do  not  'do  as  good  a  job  of  moving  the  onions  as  people  thinic  you  should.  Then 
it  becomes  very  necessary  to  have  som.eone  thinlcing  in  terms  of  the  people  in- 
volved, trjdng  to  e:qolain  to  them  what  we  are  doing,  what  -m  are  trying  to  do, 
why  Yfe  think  Yj"e  are  doing  all  that  we  can,  crying  to  get  them  to  cooperate  in 
Yfhat  we  are  doing. 

Take  the  Wisconsin  cheese  situaition.    You.  have  a  lot  of  cheese  piled  up  in 
Wisconsin.    You  need  it  but  you  have  a  lot  of  cheese  producers  saying  they  are 
getting  overloaded,  that  PllA  hadn't  ought  to  do  this,  should  do  that,  etc. 
We  have  to  do  Yrha.t  the  technical  crq^crts,  marketing  exports ^  lend-lease  experts, 
and  all  the  rest  thirik  is  the  -thing  to  do.  ■  At  the  same  time  you  have  to  take 
into  account  wh'at  these  people  are  thinking,  and  you  have  to  'bry  to  reach  them 
with  the  answers  to  the  questions  they  are  bringing  out..    That,  is  not  an  easy 
thing  to  do.    We  cannot  sit  back  here  in  Washington  and  know  what  qu.estions 
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they  are  going  to  bring  up  next  day  nor  the  subjects  they  are  ^oing  to  bring 
questions  on^  but  unless  we  can  find  out  we  cannot  get  their  cooperation.  We 
have  got  not  only  to  know  how  to  phase  the  ansv/ers  but  to  know  where  they  will 
do  the  most  good. 

In  the  field,  I  think  better  public  relations  is  going  to  be  one  of  the  major 
things  this  regionalization  is  going  to  accomplish,     I  doubt  if  it  is  too  much 
to  say  that  you  have  probably  been  chosen  with  that  in  mind,  for  I  am  sure  that 
the  Administrator,  as  a  former  information  man,  himself  recognizes  the  importance 
of  this  phase  of  the  work. 

In  the  past,  conditions  in  regard  to  information  work  have  been  very  unsatis- 
factory, not  because  the  regional  directors  have  not  done  everything  they  could 
and  been  right  on  their  toes  —  they  have,  but  because  the  organization  was  a 
hodge-podge.    Nobody  knew  where  his  limits  of  operations  w-erej  or  if  he  knew 
where  his  limitations  vvere  organizationally,  and  observed  them_,  some  of  our  work 
went  undone,    We  have  had  out  there  regional  directors  of  the  distribution  branch. 
The  Distribution  Branch  had  som.e  information  men  Yfho  were  not  supposed  to  concern 
themselves  with  anything  else  but  distribution.    The  public  did  not  understand 
that.    People  took  it  for  granted  that  all  AMA  men  knew  the  answers  to  all  AI.IA 
questions.     If  they  did  knoY^r  the  ansv/ers  and  tried  to  give  then,  they  were  mix- 
ing into  somebody  else's  bailiwick,  and  if  they  didn't  know,  the  people  seeking 
better  understanding  were  left  unserved*    We  had  inform.ation  men  who  vrere 
attadiod  to  other  branches  who  Yiere  always  getting  into  the  hair  of  the  distribu- 
tion men,  and  vice  versa.    We  had  two  or  three  men  doing  part-time  jobs  for  us 
and  part  time  for  somebody  else,  we  just  had  a  hodge-podge  out  there, ■  I  do  not 
feel  that  I  was  particularly  remiss  in  just  thinking  we  couldn't  do  much  about 
it  until  we  got  some  organization  where  a  marketing  reports  man  was  working 
for  the  AM  and  could  be  held  responsible  for  doing  any  job  that  needed  to  be 
done  for  the  Administration,  end  would  vrant  to  do.it,  and  would  be  expected  to 
do  it,  and  would  know  how  to  do  it|  and  I  hope  that  is  vfhat  wq  are  going  to  get 
now,        '  ^  .  . 

I  hope  that  each  of  the  regional  administrators  v.rill  have  as  his  chief  officer 
in  marketing  reports  a  very  good  man.     I  think  you  are  going  to  need  very  good 
men  at  the  top,  and  under  other  good  men,  the  number  depending  on  the  amount 
of  work,  the  siae  of  the  region,  and  so  on.    Some  of  you  already  have  good  men 
whom  you  will  inherit-  in  other  cases  you  will  have  to  find  them.     I  think 
Y\rhen  .^,'-qu  get  them  and  get  your  organizations  set  up  we  can  then  work  out  very 
satisfactory  lines  of  operation  from  here  so  that  you  will  be,  as  you  should 
be,  responsible  for  the  relationships  and  the  work  involved  there  in  your  region 
—every  bit  of  it  that  vie  can  channel  in  to  you.    'i : e  Y^rill  tell  you  what  ive 
think  ought  to  be  done,  how  and  why— give  you  the  information  as  far  as  we  are 
able  that  we  think  you  are  going  to  need  from  here  to  ansv/er  any  questions 
that  may  arise . 

I  want  to  bring  out  particularly  the  iLiportance  of  your  keeping  us  informed  of 
problems  as  they  do  arise.    T'e  cannot  know  in  advance  v/hat  is  going  to  happen. 
We  cannot  hope  to  keep  information  coming  to  you  fast  enough  so  that  we  will 
always  be  ahead  of  any  headaches  that  may  be  cropping  up.    What  we  can  do  is  to 
take  a  problem  as  fast  as  it  do-s  come,  get  iiTLmediately  at  the  people  who  can 
help  us  formulate  the  answers,  get  the  answers  back  to  you,  and' leave  it  ud  to 
you  to  handle  the  thing. 


We  have  recently  had  a  nevr  mernorandum  issued  by  the  Adrninistrator  in  regard 
to  market  news.    You  have  been  heaning  various  coimiiodity  chiefs  tell  you  Trhat 
they  have  been  doing  in  market  nevrs.     It  has  been  brought  out^  I  think^  that, 
general  policy  supervision  of  these  operations  is  supposed  to  be'  our  responsi- 
bility.   Market  ncws^  as  you  perhaps  know,  grew  out  of  the  last  yhit  —  the 
need  for  that  type  of  service  in  order  to  get  the  food  that  was  needed  then. 
It  has  been  tossed  about  a  bit  in  the  interim.    At  one  point  it  was  about  to 
0  3  legislated  out  of  ex3-»-bcnce  until  such  a  hoTfl  went  up  that  the  plan  was  ■ 
quickly  abandoned .     It  is  a  real  service,  and  we  fosl  nov.r  that,  in  this  war  no 
can  do  a  lot  more  with  it.    Just  as  It  groiv  out  of  the  last  one  it  can  groY^r 
vip  soma,  s^err":  in  this  one,"  ^ 

Up  to  this  point  we  have  not  attempted  in  the  Marketing  Reports  Division  to  mix 
into  it  very  much.    By  specific  direction  of  the  Administrator  we  are  going  to 
concern  ourselves  with  it  novr  a  little  m.oro.    Yd'e  are  having  to  come  over  to-our 
staff,  I  hope  next  w-ok,  a  very  good  man  who  is  going  to,  at  l3ast  for  a  little 
while,  spand  all  his  time  on  markjt  news.    He  is  going  to  try  to  mesh  it  to- 
gether.    It  will  still  operate  as  it  has,  and  as  it  should,  primarily  as  a  pa.rt  . 
of  the  commodity  services  which  the  branches  have  performed.    Yet  the  high 
walls  between  the  various  branches  will  not  be  quite  so  formidable.    'As  if 
stands  now  a  man  who  is  operating  as  ^n  employee  of  one  branch*  on  market  news 
can,  and  usually  does,  com.pletely  ignore  T.'hat  the  guy  at  the  naxt  desk,  who  is 
working  for  another  comr,iodity  branch,  is  doing.    \Iq  think  there  can  be  a  little 
more  meshing  of  that,  that  some  of  the  service  can  be  made  a  little,  better  by 
a  general  supervision  rather  tlian  by  keeping  it  strictly  a  commodity  line  service* 
Doug  McKensie  is  the  m.an.  who  is  going  to  take  hold  of  it.    .He  is  now  with 
Federal  Crop  Insurance  Corporation.     I  am  hopeful  that  with  your  help  he  v/ill* 
be  able  to  see  the  spots  where  thin  ;s  csn  be  made  better  and  where'  wo  can  justif^y'' 
a  growing  up,  perhaps  en  enlargement  of  the  market  nev/s  service. 

One  enlargement  in  vfhich  I  am  pa^-ticulaiy' interested,  if  we  can  do  it,  is  in  the 
consumer  service.    Sometime  ago  OFA  asked  AI'Ji  if  it  would  not  be  possible,  in  • 
connection  v/ith  their  programs  on  price  ceilings  and  rationing,  to  out  out  more 
of  a  cons^omer  market  service.    The  feeling  at  thst  tim.e  v/as  that  it  vrould  not 
be  possible  without  a  considerable' expenditure  of  money.    And  OFA  said  "0»  K. , 
v/e  vfill  do  something  ourselves,"  and  the^"  got  together  mth  someone  in  the 
Quartermaster  Corps  of  the  Army  a  nd  began  puttrLng  out  in  large  cities^  based  on  . 
quartermaster  information,  reports  as  to  what  v.rere  the ''best  buys"  of  the  week. 
Some  of  the  results  have  b.jen  pretty  ridiculous;  it  does  not  really  signify 
very  much  if  the  best  buy  of  the  wook  is  possibly  water  cress j  and  yet'that  is 
the  sort  of  thing  they  sometim-s  get.      V.j  hope  that  without  too  much  additional 
expenditure,  perhaps  mth  vary  little  if  any,  we  can  do"  a  b.^ttjr  iob  than  they 
can  do,  and  OFA  is  very  anxious  that  we  do  it..    Thev  are  willing  to  droo  th-ir 
service  any  tim-:  that  we  c-n  take  it  on.  "  "  ^     ^  - 


IS  eis  Djrnaos 


This  consumer  job,  not  only  in  market  news,  but  in  all  our  ooeratione 
the  newest,  and  to  my  mind  one  of  the  most  important,  that  we-  have  to  do.'  Tn 
the  past,  as  you  know,  the  Department  of  Agriculture  has  been  orimarilv  int-  ' 
erested  in  tie  farmer.     It  is  still  interested  in  the  farmer;  but  more  than -ev"r 
now,  and  particularly  in  Aim,  it  is  necessary  to  be  interested  also,  as  I  s^id 
m  the  processor,  in  the  distributor,  and  in  the  consumer,    erhen  i-ou  havp  32  '  ' 
million  housemves  buying  food  every  day  in  competition  to  you  vou  hav-  a  orctty 
powerful  competition.     If  you  can  have  those  32  m.illion  hous -ives  buv  their 
food  m  cooperation  with  you  it  mak^s  it  a  great  deal   .asier- to  ourchas,-.  the 
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things  that  you  want. 


Now  that  brings  us  to  the  Victory  Food  Special  program,  in  which  I  know  most 
of  you  are  very  much  interested  and  on  which  most  of  you  who  have  already 
been  in  the  field lhave  a  great  many  kicks,    YIe  realize  the  validity  of  many 
of  the  kicks,    VJ'e  hope  to  do  something  about  them.    For  instance,  one  of  the 
first  things  that  arose,  and  one  of  the  things  that  has  arisen  constantly  ever 
since,  is  the  questioh:  "Why  can't  we  out  in  the  field  establish,  designate, 
T/hat  is  going  to  be  a  Victory  Food  Special ¥g  can  d  o  it  better  than  you  can 
in  Y/ashington."    Franklj/-^  We  doubted  that  3^ou  could  do  it  .better  as,. we  .v/cre  ■ 
previously  set  up,    Hov/ever,  I  think  that  now  that  v/e  ar  ■:  going,  to  be  more 
thoroughly  and  completely  regionalized,  it  is  going  to  be  possible  to  have  more 
■ela-sticity  in  those  designations,    I  think  that  v/e  can,  Yd,th  your  help  and  , 
advl'oe,  so- ■designate 'a'  comiiiodity' -'that '  the  date  in.  one,  recvion.  lYilZtediijre^ 
in -another  region;  it  will  be  somewhat  progressive  depending  upon  vjhen  the 
commodity  reaches  the  peak  of  the  market  in  a  particular  region.    It  will  be 
earlier,  naturally,  in, the  production  area  than  in  the  areas  vdicre  the  big. 
consumption  vfill  be.  •  '     .  ■■ 

In  the  past  we  have  tried  to  base  the  time  of  designation  primarily  on  the 
factor  of  when  the  comiRodity  would  hit  the  principal  consumer  markets  at  the 
peak,    We  have  not  always  hit  it  exactly  on  the  nose,  but  generally  speaking  ■ 
we  have  come  pretty  close  to  hitting  it  on  the  n-'SC  in  most  cases,    I  think  we 
can  soon  make  it  more  elastic |  as  a  matter  of  fact,  have  it  on  such  a  brsis 
that  we  can  ask  you  two  or  three  months  in  advance  when  you  think  a  particular 
commodity  should  be  design.ated  in  your  region.    Then  when  we  miss  a  little  bit, 
assuming  we  have  tak3n  your  advice,  you  can  squawk  to  yourselves  as  well  as  to 
us,       ■  • 

Another  ■  thing  which  has  been  greatly  complained  about  is  that  the  commodities 
designated  have  not  always  been  specials  in  the  sense  of  being  bargains,  I 
will  be  very  honest  with  you^  we  have  been  somewhat  disillusioned'  or  surprised 
ourselves,    Yfe  have  assumed,  I  think  it  is  fair  to  saj?-,  that  ^  the  specials 
would  be  more  in  the  nature  of  bargains  than  they  have  turned  out  to  be  in  most 
cases,    YJe  can  sec  now,  by  hindsight,  why  they  have  not  ali^rays  been  bargins , 
These  are  war  times  —  all  prices  arc  pretty  high,    \.'ith  big  food  shipments 
abroad,  big  purchases  for  the  Arm.y,  and  high  incomes,  the  demand  for  nearly 
everything  is  pretty  high.    So  while  prices  m.a3'^  be  relatively  lower  than  the 
prices  of  other  commodities,  they  still  seem  high  by  comparison  Y-rith  prices  of 
other  years,  .  Then  these-  particular  corrLmodities  are  not,  generally  speaking, 
.under  price  celings.    There  is  a  natural  tendency  for  everybody  concerned, 
froifi  producer  to  grocer >  to  take ■  advantage  of  everything  that  is  not  under  a 
price  ceiling,  and  get  as  ■much  for  it  as  they  can,- '  •  ...  . 

Acutally,  from  the  standpoint,  of  the  farmer  I  don't  think  t'le  Department  of 
Agriculture  should  be  too  much  concerned  that  those  specials  have  not  been, 
bargains.      That  would  usualljr  indicate  that  the  price  was  too  low.  However, 
getting  that  idea  across  that  the  consumer  should  buy  these  things  regardless 
of  the  fact  that  they  are  not  specials  in  t he  sense  of  price  is  a  very  diffi-  . 
cult  thing  to  do.    ^-^le  think  there  is  plenty  of  argument  on  the  patriotic  side 
—  in  helping  us  to  manage  the  food  sunply,  in  using  these  things  so  that  they 
won't  waste,  and  in  keeping  production  high;  and  y/e  are  now  stressing  those 
arguments  and  very  carefully  omitting  discussion  of  price.    Yet  this  situation 
has  complicated  the  whole  thing,     I  think  it  is  very  fortunate  that  the  program 


has  "been  as  much  of  a  success  as  it  has  been  in  the  fs^e  of  these  diii iculties, 
I  think  we  should  seriously''  consider  either  dropping  or  chrn^ing  the  word 
"specirJ.".    We  have  not  reached  any  decision  on  it  yet.    Ve  ha,ve  had  a  great 
many  suggestions  that  we  do  something  of  the  sort,  and  we  will  report  to  you  more 
fully  when  car  minds  have  "been  made  up.   '     •  -* 

There  are  other  things-  which  we  are  trying  to  do  on  the  consumer  side.  •  You 
perhaps  have  heard  or  read  something  of  the  hlock-leader  plan.    It  is  Just  s, 
■proposs.1.    It  originated  this  way:    As  you  Icnow  M.  L.  Wilson,  as  well  a^s  "being 
Director  of  ilztension,  is  Director  of  the  Nutrition  Division  of  the  Office  of 
Defense  Health  and  ViTelfare.    He.  developed  the  idea-  in  the  first  place..   Ho  had 
"been  observing  the  operation  in  England  of  the  "Food.  V/arden  System  where  a  woman, 
in  an  dxqd.  which  rou^iily  amoimts  to  ea-ch  olock,  was  charged  \vith  conveying  to 
the  people  in  her  particular  group  any  information  ^rliich  the  G-overnment  wanted 
to  get  to  then  on  the  use  of  food.    He  had  "been  informed  that  whereas  in  ihig- 
land,        the  use  of  the' press,  the  rruiio,  and  the  other  usual  channels  of  pu'b- 
licity,  the  cooperation  with  the  Government  on  its  food  programs  was  extrt^nely 
good,  something  like  65jo,  when  this  plan  went  into  effect  the  cooperation  in- 
creased virtually  to  100)a.    He  had,  I  think,  very  good  vision  in  feeling  that 
whereas  right  now,  or  particularlj'-  a  few  months  ago  when  he  started  tallcing  and 
thinking  ahout  it,  we  were  "by  no  moc^^ns  in  rjiy  such  need  of  that  kind  of  an 
orga,nization  as  ihgland  v/r^s — tha.t  the  time  woijild  come  when  we  would  need  some- 
thing of  the  sort.    Sight  now  we  could  no  doubt  get  olong  without  it.    I  think 
it  is  very  possihle  that  as  the  food  situation  gets  more  complex,  having  some- 
thing as  thorough  going  as  that  will  De,  if  not  a  necessity,        least  a  tremen- 
dous help.    Therefore  in  cooperation  with  the  Nutrition  Division  of  the  Office 
of  Defense  Health  rnd  -."elfare  and  the  Cons"amer  Division  of  the  OPA,  we,  Ai>iA,  as 
the  ag.ency  in  -the  Department  of  Agriculture  which  is  primarily  concerned  vdth 
consumers,  have  worked  out  at  least  the  rudiments  of  a  hlock-leader  plan  whereosj- 
\  there  would  "be  a  woman  in  each  "block,  to  whom  we  could  send  wha-t  we  call  a  \food 
Communique,  and  who  in  turn  would  tcike  the  information  or  the  suggestions  which 
->e  incorporated  in  tlxat  communique  to  all  the  women  in  the  kitchens  of  her  "block. 

We  had  the  first  tryout  of  it  in  Syracuse,  Hew  York,  a  few  weeks  ago.    The  Office 
of  Civilian  Defense  worked  with  us  on  it,  as  the  agency  concerned  with  civilian 
wartime  organization.    To  carry  it  out  wo-^ld  "be,  of  course,  the  ■jo"b  of  the  local 
Civilian  Defense  set-ups,  and  there  in  Syracuse  they  did  have  a  "block-leader 
organization  set  up.    They  had  used  it  on  one  or  two  other  things,  oollectiohs 
for  salvage  and  that  sort  of  thing.    Our  trj^out  was,  I  should  say,  moderately 
successful.    The  "block-leaders  did  not  reach  more  than  35  to  40  percent  of  the 
housewives  of  the  city.     It  was  in  the  middle  of  the  summer,  the  thing  was  done 
quickly,  there  v/ as  some  resistance  to 'it,  so  on  that  score  it  was  disappointing. 
As  to  the  results  accomplished,  however,  it  was  more  successful,    V/e  provided 
the  sii^gestions  which  went  in  the  conniunique.     "Use  more  cheese",  "Use  more  milk," 
and  *3u;.^  all  the  enriched  flour  that  you  can  use  in  the  reasonable  future".  We 
had  Very  good  rea,sons  for  this  which  you  can  cmdersta^d.    The  use  of  cheese  a;t  a 
time  when  cheese  was  in  very  high  supply,  when  it  would  gnco-orage  continued  high 
production,  rjid  when  it  woiad  take  some  of  the  load  off  some  of  the  other  foods; 
milk,  similarly,  "because  it  was  in  good  supply,  "because  we  wantodHo  encourage 
•  continued  high  production,  "because  it  is  a  good  food,  "because  farmers  must  sell 
a  substantial  amount  of  fluid  milk  at  the.  fluid  milk  price  if  they  arc  -to  - go  on 
producting  enough  milk  a.t  a  lower  price  for  drying,  for  cheese.,  and  for.  the  other 
processed  da.iry  products;  flour,  of  course,  "because  the  more^we  can  move  out  of 
storage,  the  more  storage  there  is  going  to  be  at  a  time  when  we  need  it  very 
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badly.    We  had  to  be  very  careful  because  v/e  'did  not  want  people  to  stock  so 
much  that  it  would  develop  vreevils .    Those  were  the  three  suggestions  v/e  made; 
those  v\rere  the  suggestions  carried  to  the  housewives  in  Syracuse,    A  check-up 
was  made  during  the  next  week  or  tv/o  after  the  try out,  and  it  was  found  that 
the  sale  of  these  three  commodities  had  been  considerably  accelerated  as  much  as 
80"?^  more  in  the    case,  of  cheese,  somewhat  less  in  the  other  commodities,  but 
definitely  a.  marked  increase .  , 

We  are  now  going  to  try  that  same  thing  out  in  three. other  cities?  Bridgeport, 
Connecticut;  Tampa,  Florida; -and  \in  Berkeley^  California,     If  it  is  possible,  if 
there  is  still  time,  I  am  hoping  that  we  can  change  the  communique  this  time 
and  take  into  account  the  meat  shortage  vj-hich  developed  since  that  original  one 
was  written,  and  point  specifically  to  that  shortage,  dropping  the  flour  and  in- 
cluding beans  as  good  protein  food  whi'-h  v/ill  take  some  of  the  load  off  meat. 

We  found  in  Syracuse  —  and  I  think  it  was  very  significant  and , some thing  that 
has  brought  out  a  need  which       must  consider  in  all  our  consumer  relations  — 
that  there  is  considerable  resistanc::  on  the  part  of  housewives  to  doing  the 
things  that  we  want  them  to  do  unl^iss  we  can  get  across  very  definitely  and 
dramatically  the  importance  of  it  as  a  part  of  th::;  yibt  ,     I,  myself,  am  thoroughly 
convinced  that  the  average  housewife  can  do  more  in  the  war  effort  when  she  is 
in  the  grocery  store  and  in  her''  own  kitchen  than  sh3  can  by  putting  on  badges 
and  going  out  and  gazing  into  the  s'kj  or  doing  any  of  the  other  things  v^hich 
give  her  a  glow  of  patriotism:;  but  to  convince  her  of  that  is  extremely  difficult. 
She  has  alY/ays  been  going  to  the  store  and  been  in  the  kitchen,,  so  vrhat  is  there 
to  that?    I  hope  that  vre-  can  in  the  next  foYi  months  make  real  progress  in  sell- 
ing her  on  the  idea  that  she  is  a  quartermaster  in  the.  food  supply  army  and  that 
what  she  buys,  how.  and  when  she  buys,  and  how  well  she  cooperates  with  us  will  y 
add  up  to  2^  very  real  contribution,  as  they  Yd.ll,  to  the  war  effort,  '/ 

1- 

YiFe  are  going  to  attempt  various  imjs  to  get  that  message  across.    Tfe  shall  want 
all  the  cooperation  in  the  field  that  we  can  get  on  it.    We  have  such  'tentative 
plans  as  working,  again  in  cooperation  with  the  Nutrition  Division  of  the  Office 
of  Defense,  Health  and  Welfare,  in  putting  on  programs  in  virtually  all  the 
moving  picture  houses  in  the  country;  program.s  which  will  include  short'  movies 
dramatizing  this  fact,  as  well  as  the  message  of  nutrition  —  which,  I  think 
incidentall3A,  is  beginning  to  bore  many  housevfives,  '  I,  think  our  message  is 
much  more  impressive,  more  fresh.    This  is  a  proposal  that  was'  originated  by  the 
owner  of  a  large  string  of  movie  houses,,    We  are  working  on  it,  and  while  it  is 
not  definite,  I  hope  it  will  materialize. 

We  hope  to  make^  a  movie  dramatizing  the  *  importance  of  the  housewife -in  helping 
manage  the  wartime  food  supply.    We  hope  to  get  on  to  the  radio  some  dramatic 
transcrintions  which  vfill  carry  this  same  message. 

I  have  perhaps  emphasized  most  strongly  the  consum.er  end  of  our  ' job.     I  do  not 
want  to  seem  to  say  that  the  producer  end,  the  distributor  end,  and  th^  processor 
end  are  not  also  very  important,  but  I  think  perhaps  they  are  more  no-rmal ,  You 
are  more  likely  to  be  aware  of  them  than  you  are  of  the  other*     We  must^  o£ 
course,  watch  our  relations  very  carefully  with  the  other  Government  agencies, 
the  other  departmental  agencies,  with  the  various  organizations,  but  I  think 
all  of  you  are  pretty  well  aware  of  this  and  I  don't  need  to  stress  it  very  m.uch. 
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I  just  want  to  finish  by  putting  this  in  your  mind  —  that  in  th.i  short  time 
that  I  have  been  here  it  has  bjcn  very  much  impressed  upon  mje,  conversationally 
and  otherwise,  that  the  rest  of  the  Departmicnt  righbnow  is  looking  at  us  Y^ith, 
perhaps  not  envy,  but  a  great  deal  of  appreciation  of  the  fact  that  we  have  the 
real  action  show  in  the  war  effort  as  far  as  the  Departm-ont  is  concerned.  VJith 
that  goes  the  necessity  of  carrying    out  the  job  of  public  relations  on  which  the 
success  of  all  those  activities  depends.     It  is  a  big  job  and  I  hope  that  by 
this  regionalization  we  are  going  to  be  able  to  accom.plish  it  as  we  have  not 
been  able  to  accomplish  it  before, 

MR,  CAPPELMN:    We  haven't  got  publicity  on  many  of  the  programs  that  v/e  need, 
m.  BARTLETT:      You  better  see  that  we  get  it. 

MR.  CAPPELMN:    But  you  do  run  into  that  thd.ng.    We  have  heard  from  several 
good  people  that  other  agencies,  at  times,  took  the  credit  that  yie  should  have 
had, 

MR.  BARTLETT:  .1  think  that  is  particularly  true  in  dealings  7fith  producers. 
In  other  words,  the  other  Departmental  Agencies  have  much  closer  contact  with 
the  farmers  than  we  do.  The  big  ones  have  much  "toetter  field  organization.  I 
hope  we  can  off-set  that  without  drawing  the  knife  on  any  of  the  other  agencies. 

M.  CAPPELMAN:     I  have  noticed  som.e  objection  among  som.e  farmers  about  the 
school  lunch  programs.    They  can't  see  anv  tie  in,    V/e  have  been  trying  to  put 
together  various  arguments  from,  the  standpoint  of  the  farm.er  —  the  answer 
is  we  do  buy  whatever  wo  use  in  those  programs  from  the  farmer  for  the  reason 
that  they  need  to  be  bought .    They  have  been  purchased  more  often  vrhen  there 
was  some  particular  reason  for  buying  some  commodity  to  help  the  farmicr. 

BARTLETT:      The  program  is  still  there  to  operate  when  and  if  necessary  — 
{it  is  for  the  benefit  of  the  farmers  as  v-rell  as  being  a  very  fine  thing  for  the 
school  children.     I  think  we  do  have  to  show  the  farmers  that  there'  is  some 
advantage  to  them  in  having  an  outlet  by  our  purchasing  this  stuff.     I  suspect 
that  the  men  in  the  field  know  the  ansvfer  to  that    better  than  to  the 
other  ones  that  are  going  to  arise. 
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II 

PERSONNEL  DIVISION 


F.  C.  McMillon,  Qhl^f 


1  saved  myself  a  little  tjjne-  here  by  running  off  a  few  of  these  charts  to  try- 
to  give  you  an  exact  idea  of  what  the  Personnel  Division  is. 

With  respect  to  the  regional  offices —  it  is  going  to  be  a  pretty  tough 
thing  for  all  of  you  of  the  nevj  regions  to  get  all  of  the  personnel 
recruited  due  to  the  present  labor  market  "v.'hich  is  pretty  tight.  One 
of  thj  first  things  is  that  you  are  going  to  get  inferior  personnel  — 
that  we  just  can  not  help.    We  have  been  going  on  a  theory  here  that  we 
ought  to  classify  the  jobs  as  liberally  as  vre  can,  and  v;e  have  got  a  .lot 
of  high  classifications,  but  the  fact  remains  that  due  to  the  limitations 
on  v?hat  we  can  pay  to  many  of  the  people,  we  do  not  stand  in  a  particu- 
larly good  ?/ay  in  competing  with  other  Federal  agencies  in  securing  per- 
sonnel.    I  am  inclined  to  think,  though,  that  there  will  be  differences 
in  each  region..  ' 

Each  one  of  the  personn3l  officers  is  going  to  have  to  knov^r  just  what  you 
contemplate  for  future • changes  or  they  can  not  be  accurate  in  classifying 
the  jobs,  and  also  in  laying  the  plans  to  re-assign* 

Previous  to  this  no  matter  what  personnel  action  you  took  it  v/as  recom- 
mended to  us  here  in  i/Jashington.    V/e  have  Sot  in  motion  the  machinery  to 
get  that  authority  delegated  to  you  for  use  in  connection  with  field 
operations.    We  won't  get  it  immediately,  but  I  hope  to  htxve  you  given 
full  authority  to  do  this  right  in  your  office,    i/e  will  have  to  work 
fast  in  setting  up  these  jobs  —  securing  the  personnel  is  the  first 
thing  —  then  pick  up  from  there  and  straighten  out  a  few  ot'her  differ- 
ences that  nay  exist,    as  soon  as  \<'e  are  able  to  accomplish  this,  each 
personnel  officc^r  refill  be  given  authority  to  take  personi-..el  action  hija- 
self .     That  does  mean,  however,  thai,  you  will  hdve  to  'go  a  little  easier 
on  the  person.-el  officer.     If  something  is  proposed  thc<t  he  knov.'s  is  out 
of  linu  from  personnel's  standpoint,  hj  hab  got  to  do  the  turning  down 
from  now  on.     He  won't  be  able  to  pass  it  on  to  us  to  turn  dovm. 

There  are  several  sp'^cific  things  thc^t  occur  to  me  —  one  is  disciplinary 
matters.     I  don.'t  know  why  but  within  the  Icxst  three  months  in  the  AMa 
there  have  been  more  disciplinary  actions  than  there  were  in  all  three  of 
the  other  organizations  put  together  for  over  a  period  of  several  months. 
Maybe  it  is  the  pressure  of  the  v;ork  —  maybe  it  is  the  people  Y\ie  are 
hiring.     These  cases  have  to  be  treated  pretty  carefully.     It  is  prettj'' 
difficult,  as  you  know,  to  fire  an  employee  without  first  getting  the 
goods.     In  certain  cases  there  may  be  a  lug  i-^ho  has  an  excellent  effi- 
ciency rating.    You  can't  just  tell  him  he  is  no  good,  if  he  has  that 
rating.     On  the  other  hand,  you  have  got  to  be  awfully  careful  that  no- 
body is  hurt  too  badly.     'Ihe  regional  person.-el  officer  will  have  ^ 
authority  to  act  in  that  respect. 

Another  thing  v^e  are.  going  to  have  trouble  ^/-.dth  is  the  draft.    Me  are 
going  to  have  to  hire  an  av^ful  lot  of  wom.n  to  fill  these  jobs.     I  do 
not  knov;  of  any  .oosition  that  a  ivomon  can. not  handle  if  it  came  right 
dov.'n  to  it.     I  know  there  is  a  feeling  among  you  thct  they  must  be  han- 
dled v/ith  gloves  but  they  can  be  pretty  tough  if  need  be,     I  think  we 
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are  going  to  have  a  lot  moru  of  them  in  all  jobs. 

Another  note  I  have  dovm  here  is  v\/ith  regard  to  training  matters.  We 
have  here  in  the  personnel  division  an  employee  training  and  relations 
section  that  is  a  sort  of  step  child  to  most  Administrators,     I  think 
that  it  is  imfortunate  that  it  is  so.    In  VJashington  we  have  started 
several  training  courses;  we  have  tried  to  develop  machine  operators, 
stenographers  put  of  typists  by  forming  training  pools.    V^/e  are  going 
to  have  to  do  a  lot  of  that  throughout  the  whole  United  States  in  order 
to  have  a  sufficient  supply  of    trained  personnel  in  the  regions  to  meet 
your  immediate  needs,    I  am  inclined  to  think  that  there  v\rill  have  to  be 
a  good  deal  of  training. 

I  believe  it  will  be  possible  to  split  the  people  who  are  now  trained 
in  the  4  regions  among  7  regions  so  that  there  will  be  in  each  region 
someone  who  knows  something  about  the  procedure  of  personnel  work.  It 
won^t  be  possible  to  get  sufficient  trained  people.     The  Regional  Per- 
sonnel Officer,  as  I  conceive,  will  have  authority  over  all  personnel 
activities.  •  That  does  not  mean  that  we  here  in  Washington  would  not 
like  to  come  out  and  look  things  over  once  in  avjhile,  but  the  Regional 
Personnel  Supervisor  would  be  responsible  for  personnel  actions  con- 
cerning all  personnel  Y\rithin  the  boundaries  of  his  region.     This  is  a 
subject  for  debate.     It  has  not  b..en  true  in  the  past  but  nov\f  he  is  a 
personnel  officer  of  AMA,  not  of  the  Distribution  Division  only, 

MR.  PaLIvIERs  Just  how  are  Mr.  Cappleraan  and  I  going  about  securing  some 
personnel? 

lliR,  McMILLENj  I  had  thought  it  would  be  a  somewhat  logical  thing  if  you 
v\rent  to  Dallas  and  worked  with  tiie  Personnel  officer  down  there  in  sepa- 
rating the  persons  which  you  and  Mr.  Cappleman  will  want  to  be  dickering 
on. 

IvIR,  P-t.K.IER2    Do  we  have  to  come  to  Wc.shington  to  make  these  personnel 
changes? 

M.  I^c-ilLLSN:     No  you  won*t  have  to  come  to  Washington  I  think  ?;e 

can  probably  get  together  on  t hese  things, 

ivE.  PADIER:    Suppose  I  have  a  man  in  Atlanta  and  want  to  move  him  to 
some  other  spot.    Do  I  have  the  authority  to  go  ahead  and  do  that? 

IviR.  McMILLEN:    Yes,  you  have  the  authority  to  go  ahead  and  do  that. 
A  paper  record  ■^ivill  be  made  after  the  action  is  taken, 

ivlR.  Ci^PPLEIiLA-N ;    We  have  some  women  in  zhe    i^llas  office  that  are  good 
employees.     They  have  a  gcod  efficiency  ro   '.ng  and  are  good  people. 
They  have  a  right  to  pick  Atlanta  or  Dallas,  or  Denver  to  work  in,  is 
that  right? 

MR.,  McMILLEN :    No  —  they  have  a  moral  right  but  not  a  legal  right.  We 
could  make  it  so  they  could  have  a  legal  right  but  that  means  that  our 
people  would  have  to  be  thro"'.m  into  national  competition  w ith  people 
wanting  to  transfer  to  Chicago.     That  means  that  if  there  v^ere  a  re- 
duction in  force  in  Chicago  it  might  be  that  some  of  the  people  in 
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Dallas  vjould  bo  fired  £xnd  replaced  by  the  Chicago  people.     I  think  that 
among  ourselves  v;e  could  establish  an  area  of  competition  so  there  villi 
be  transfer  rights  betv/een  regions.    Of  course,  ive  could  not  make  this 
definite  with  the  CSC,  it  would  have  to  be  among  ourselves.    Also,  I 
know  for  a  fact  that  there  'von't  be  nearly  enough  people  in  Chicago  -.nd 
won't  be  nearly  enough  people  in  Atlanta  to  take  care  of  the  work.  Con- 
sequently, I  think  these  people  who  are  trained  in  one  of  the  ofiices 
'will  get  first  crack  at  anything  they  want. 

IE.     HITE:     I  ivould  like  to  ask  a  question  concerning  the  moving-  of  the 
Philadelphic.  office  to' New  York'  City,    It  is  going  to  .involve  the  moving 
of  a  lot  of  people.    V/ill  their  expenses  be  paid? 

MR.  McMILLEI^I:    Yes,  their  expenses  vdll  be  paid  by- the  Government.  I 
may  add  that  there  vdll  be  a  lot  of  people  \;ho  do  not  wish  to  transfer, 
leaving  open  jobs  at  higher  salaries  than  those  occupied  in  Philadelphia. 
It  would  make  the  people  much  happier  if  they  v:ere  considered  for  these 
higher  paid  positions  when  they  are  trc^nsf erred.    I  knoi.'  there  is  a 
tendency  not  to  give  the  xvomen  these  highc^'  jobs  but  I  think  they  vdll 
be  better  suited  if  you  do, 

VOICE:     i/Vhen  a  person  is  transferred  are  his  family '-s  expenses  paid? 

iviR.  McMILLEN:    No,  that  is  his  personal  expense.     Right  now  we  are  having 
some  difficulty  in  getting  the  people  moved.    V/e  are  working  to  move  a 
group  and  dt  is  possible  we  will  get  a  lov/er  rate  in  a  bid  if  v/e  get  a 
consolidated  bid, 

Iffi.  POLLOCK:    Suppose  that  we  have  someone  in  £Jiother  agency  that  is 
willing  to  transfer  at  their  present  salary  or  grade  providing  the 
Government  vdll  move  their  goods  for  them?    Can  this  be  arranged? 

A:    If  it  is  within  the  Department,  yes.     That  vdll  take  care  of  many 
persons  moving  from  another  agency  to  AivIA.     I  have  been  here  in 
i-j'ashington  long  enough  to  get  acquainted  vdth  some  pretty  good  people 
and  Imovj-  that  there  are  som^^  girls  hjre  vjho  would  like  to  trains. .or  ::;c.ck 
home  or  to  som.e  other  point  so  long  cs  'je  pc.y  their  expenses. 

Q:    When  is  it  that  a  person  can  not  be  released  from  one  position  to 
transfer  to  another  point? 

A:    The  person  can  be  released  c^s  long  as  it  \70uld  not  cripple  his 
supervisor  too  much.     That  is,  if  his  supervisor  can  put  up  ^.  good 
story  about  his  release  crippling  the  office  work,  and  could  prove  it, 
he-: can- prevent  the  rele^.se.     Of  course,  if  he  just  Sc.ys  1  like  hi^n 
and  v/ould  like  to  keep  him  he  c^n  not  pre/^ait  his  release.     He  vrould 
have  to  release  him.     It  h^.s  been  the  policy  here  to  al-ways  reiec:.se 
people  to  accept  a  promotion  or  transfer  .:o  long  as  it  doeS  not  greatly 
interfere  vdth  our  office  procedure.     Of  course,  it  the  emploj^ee  does 
not  viant  to  transfer  you  can  not  force  hLa  to  do  it. 

VOICE:     If  a  person  applies  for  his  transfer  vdll  he  pc,y  his  own  expenses 

IIR.  MCi£ELLEl\I:    Formerly  it  had  been  a  ruling  thc~t  he  pc^id  his  ovm  ex- 
penses, but  if  you  v^ra-nt  to  employ  him  and  he  is  good  enough  to  transfer 


you  may  pay  his  expenses. 


VOICE:    What  about  classifications  —  the  salaries  for  various  jobs? 

MR,  McMILLEN:    As  soon  as  the  Administration  has  decided  exactly  what 
the  organization  structure  will  be  we  can  classify  the  jobs  but  in  the 
meantime  I  am  going  to  suggest  you  hire  a  lot  of  people  anyv^^ay.  You 
can  get  up  temporary  jobs  to  give  these  people  and  you  ¥/ill  probably 
V\rant  to  sort  them  out  later.    Go  on  and  hire  the  people  because  it 
v;ill  take  a  month  to  get  them  hired,  get  their  papers  through  and  get 
them  to  work  anyivay.    You  can  put  them  on  an  L.A,     Get  them  hired  and 
straighten  them  out  later.    So  far  as  typists  and  stenographers  are  con- 
cerned they  can  be  put  in  a  pool.    You  can  hire  as  many  as  you  want  and 
sort  them  out  later,    V/e  can  set  up  tempora^ry  jobs.    Most  of  you  realize 
you  can  employ  a  person  on  Letter  of  Authorization  for  60  days  pending 
appointment, 

MR.  BaRTLSTT:    Why  is  it  necessary  to  have  different  grades  on  your'  per- 
sonnel men  in  the  different  regions?    I  have  been  given  to  understand 
that  our  division  is  concerned  that  the  top  regional  man  be  made  uniform 
in  each  region. 

A:     I  do  not  think  it  is  necessarily  true  thab  they  Y«Jould  all  be  in  the 
same  grade.     The  result  of  trying  to  make  them  all  the  same  grade  is  a 
tendency  to  put  the  top  ones  do^m  rather  than  pull  the  bottom  ones  up. 
It  is  desirable  to  have  a  uniform  grade  as  much  as  possible  but  it  is 
certainly  not  especially  essential, 

MR.  McMILLEN:     I  have  just  one  thing  more  to  say  —  the  Personnel  Divi- 
sion wants  to  give  the  best  possible  service,     I  hope  you  won't  hesi- 
tate to  go  ahead  and  gripe  if  you  want  to  oecause  that  is  the  only  way 
vje  knov\f  that  anything  is  v^rong.    Go  ahead  and  gripe  and  I  think  I  know 
some  of  you  v/ell  enough  to  know  that  you  will. 
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Ill 


/IDMINISTRATIVS  SSRVICES  DIVISION 
Fred'  J.  Hua;hes,  Chief 


I  think  probably  in3st  of  you  are  somswhat  familiar  with  the  Administra- 
tive Services  Division  and  it s  purposes.     It  is  a  service  unit  to  take 
care  of  the  service  activities  of  the  Administration,  including  space, 
equipment,  telephones-,  contracts  for'local  services,  moving , -maintaining 
inventory ■ records ,  making  purchases- through  the  ne cessary  channeis,  in  ■ 
Washington,  handling,,  receiving,  recording,  dispatching  and  -viseing  ' 
mail,  maintaining "correspQndence  and  docket  files,  and  in  general  taking 
care  of  thpsa  housekeeping activities  which  are  necessary  fs^cilities  in  . 
the  running  of  a  large"  organization.    We  receive  iii  "^''^shihgton  one- 
quarter' .of  the  mail  of  the  Departirent  and  liO  percent  of  the.  telegrams. 
These  are  received,  assembled,  and  dispatched  through  our  mail  room  sjid 
are  finally  deposited  in  the  Central  Files  pjid  in  five  separate  space 
files  maintained  in  connection  with  the  different  units  which  have 
nothing  to  do  with  the  general  operation  of  the  Administration,. 

Our  Procurement  unit  deals  with  the  securing  and  "ha.ndling  of  contracts, 
both  in:  Wa  shingto  n  and  locally,  for  services  and  for  furnitiu:'e,  equip- 
ment and  supplies,  for  the  moving  of  household  goods  of  employees  and 
office  equipment  and  maintains  the  necessary  contacts  with  other  agencies 
of  the  Government  in  reference  to  these  activities.    We  operate  a  tele- 
graph leased  wire  service  handling  market  news  only,  which  is  under  the 
supervision  of  Administrative  Services  from  the  operating  standpoint 
and  under  the  supervision  of  the  Marketing  Reports  Division  and,  through ^-^ 
them,  the  various  commodity  Branches  concerned  in  the  technical  super-  ■ 
vision.  x 

Yfe  maintain  a  mechanical  tabulation  unit,  in  which  at  present  about  h5 
percent  of  the  work  of  the  Department  is  performed..    There  is  an  expert 
in  charge  of  this  unit  who  will  be  available  for  advising  with,  the 
Regional  Directors  on  the  use  of  mechanical  equipin.ent  for  handling'  records 
and  other  material.     I  hope  you  xvill- use  this. adviser  in  your  programs 
prior  to  the  development  of  such  programs,  in  order  tha.t  the  most  adimn- 
tageous  use  of  the  mechanical  equipment  m:.y  be  made  and  also  that  it  is 
not  installed  where  such  an  installation  is  not^  in  the  interest  of 
effixjiency. 

We  have  a  duplicating  unit,  a  part^  of  vrfiich  is  being  transferred  to  the 
central  service  of  the  Department  dealing  mth  the  duplication  of  mater- 
ial, the  securing  o'f. -forms,  .printed  material ,  maintaining  contacts  mth 
the'  Government  Printing  Office  through,  proper  channels  within  the 
Department  and  handling  the  distribution  of  all  duplicated  and  printed 
material  for  tlie  Administration  in  and  out  of  Washington.     It  is  probable 
that  duplicating  units  mil  be  maintained  in  each  of  the  Regional  offices. 
I  think  that  in  general  covers  the  Administrative  Services  structure. 


As  indicated  "by  Mr,  Hendrickson,  the  personnel  in  the  Administrative  Ser- 
vices units  in  the  various  Regions  will  "be  under  the  administrative  control 
of  the  Regional  Administrator,  and  it  is  my  hope  that  we  here  in  Washington 
will  he  ahle  to  render  assistance  to  you  in  developing  your  Regional  facil- 
ities and  eq_uipment  in  the  most  effective  manner  for  handling  your  admin- 
istrative services  prohlems.    In  this  connection,  I  would  like  to  point  out 
that  there  BuTq  some  things  that  by  reason  of  organiization  will  iiave  to  con- 
tinue to  3©  handled  from  the  Washington  office,  such  as  purchases  involv- 
ing priority  clearance,  securing  of  equipment  from  other  a^goncies,  final 
handling  of  contracts  other  than  local  including  final  action  on  .rGcommen*- 
dations  for  space,  etc* 

Wg  have  developed  a  central  filing  system  which  sooms  to  "be  operating  very 
satisfactorily  and  will  he  glad  to  help  you  establish  and  maintain  your 
communications  uni^t  in  the  Regions  as  occasion  arises.    We  will  maintain 
in  the  field  for  the  present  four  storehouses  which  will  serve  the  various 
offices  of  the  Administration  in  supplying  offices  with  supplies,  forms, 
and  such  ec[uipment  as  may  be  available  through  transfer  within  the  Region 
and  from  one  Region  to  another.    Those  storehouses  will  be  operated  by 
the  administrative  services  unit  in  the  Region,    All  requests  from  all 
offices  within  the  Region  will  clear  through  the  Regional  office  and  from 
there  to  the  proper  storohouso  host  equipped  to  serve. 

Q,J    What  authority  will  the  business  managers  have  in  the  regions  concern- 
ing telephones  and  supplies,  etc? 

A:    They  will  have  full  authority  to  handle  local  contracts  and  to  main- 
tain local  contacts  that  are  necessary  within  the  itogion.    All  requests 
for  equipment,  supplies,  etc.,  will  clear  through  the  Region  and  will 
be  handled  in  so  far  as  possible  by  tho  Regional  office.    Some  requests 
requiring  priority  will  necessarily  have  to  clear  through  Washington. 

Q,:    VJhat  are.  your  plans  for  supplying  commodities?    Will  they  bo  supplied 
by  the  regional  office,  and  will  they  put  in  a  requisition? 

A!     Supplies  to  the  Regione.l  warehouse  will  be  furnished  from  Washington 
where  local  requisitions  will  bo  filled.    Those  requisitions  will  be 
routed  by  the  r.dministrative  services  unit  in  your  Region  to  the  store- 
house best  equipped  to  fill  tho  order,     I  think  we  may  be  able  to  work 
the„t  out  pretty  well,     I  think  this  will  speed  up  the  handling  of  this 
type  of  requisition, 

Q,:    I  am  a  little  worried  about  those  storehouses.    Just  what  is  the 
procedure? 

A:    The  respective  offices  will  make  requisitions  on  the  Regional  offices* 
They  will  handle  those  requisitions  .with  tho  storehouse  nearest  the 
Region,  if  there  is  not  one  within  the  Region,  or  tho  one  best  equipped, 
to  handle  tho  pr^rticular  requisition. 
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IV 

INVES  TIGATIONSD I VIS ION 


The  Investigation  Division  is  essentially  a  service  organization  whose 
primary  purpose  is  to  serve  the  Adjiiinistration  and  its  component  parts, 
the  Branches    and  Divisions,    The  Investigation  Division  is:  an  impartial, 
fact-finding,  and  reporting  agency.    It  renders  services  of  specialized 
and  technical  nature  and  for  operating  purposes  is  divided  into  two  sec- 
tions, the  Investigating  Section  and  the  Regulatory  Accounting  Section. 
Its  fiinctions  and  responsibilities,  recently  considerably  enlarged,  are 
clearly  defined  in  a  pronouncement  from  the  Office  of  the  Administrator, 
under  date  of  July  18,  specifically,  Supplement  F  to  Administrator's 
Memorandum  No.  2,    I  believe  it  would  be  v^orthwhile  to  read  a  fev;  of  the 
pertinent  sections, 

'|The  Investigation  Division  shall  conduct  periodic  and  special  investiga- 
tions of  all  the  prograins  and  activities  of  the  Administration,  both  in 
Washington  and  the  field,  including  the  investigation  of  alleged  mal- 
feasance or  misfeasance  on  the  part  of  any  employee,  or  firm,  or  individ- 
ual dealing  with  the  Administration,  except  as  provided  in  paragraph  3." 
Paragraph  3  has  to  do  vvdth  the  investigative  and  audit  work  performed 
under  the  provisions  of  the  Commodities  Exchange  Act  and  Packers  and 
Stockyards  Act,     To  continue,  "These  investigations  shall  include: ■  pur- 
chase activities  under  Lend-Lease,  Section  32,  TEP,  Red  Cross,  etc.*; 
marketing  agreements  and  orders;  diversion  and  export  prO;grams;  alleged 
criminal  violations  in  connection  with  the  distribution  programs,  in- 
cluding the  food  stamp  plan,  direct  -distribution,  school  lunch,  sbhool 
milk,  and  low-cost  milk;  and  otJner  assignments  as  made  by  the  Ad,:iinistra- 
tor  from  time  to  time," 

"The  Investigation  Division  will  be  responsible  for  prescribing  and  in- 
stalling accounting  systems  for  agencies  adiJiini storing  marketing  agree- 
ments insofar  as  the  installation  of  accounting  systems  for  such  agencies 
is  consistent  with  the  applicable  marketing  agreement  or  order;  for  audit- 
ing the  books  of  milk  market  admiiiistrators,  and  for  making  enough  sample 
audits  of  the  books  of  control  committees  under  marketing  agreements  for 
fruits  and  vegetables  to  determine  the  adequacy  and  accuracy  of  commercial 
audits  of  such  books;  for  providing  consultative  service  on  accounting, 
investigative,  and  litigation  problems;  ond  for  performing  regulatory 
accounting  as  assigned  by  the  Administrator." 

This  memorandum  delegates  to  the  Distribution  Branch  the  periodic  in- 
spectioh-of  retailers  participating  in  the  Food  Stamp  Plan,  commonly 
referred  to  as  "test  purchases",  an  activity  which  was  formerly  assigned 
to  the  Investigation  Division,  and  the  ftdministrator ' s  memorandum  to 
which  I  have  referred  delegates  to  the  Personnel  Division  responsibility 
for  character  investigation  of  prospective  employees  and  alleged  personal 
misconduct  on  the  part  of  employees  of  the  Administration. 

The  Investigation  Division,  as  presently  constituted,  functions  through 
the  Washington  office  and  key  field  offices  located  in  the  various  regions. 
The,  Vfeshington  office  maintains  a  skeleton  staff  for  general  supervisory 
purposes,  procedural  planning,  technical  guidance,  instruction  for  field 
personnel,  and  for  final  review  of  investigative  and  accounting  reports. 


-  93  - 


Each  field  office  is  in  charge  of  a  Senior  Acteiinistrativs  Officer  Y/hom 
we  refer  to  as  a  Special  .Agont  in  charge.    Under  his  direction  are  a 
number  of  investigators  or  special  agents  who  actually  conduct  the  in- 
vestigations in  the  field.    In  addition  to  the  four  offices  located  in 
each  of  the  cities  "wliere  re;:>onal  offices  are  now  locatedj  we  have 
investigation  offices  in  Boston,  NcYf  York,  Chic  a,;' o,  and  Los  Angeles, 
because  of  the  work  actj.rity  in  these  particular  sections.    The  ac- 
counting facilities  are  concentrated  in  two  regions  at  the  present  tiine: 
Region  3^  for  our  accountants  who  are  assigned  to  the  New  York  office, 
and  Region  2,  at  l-iilvraukee,  for  the  mid-west  section.    The  office  at 
New  York  has  jurisdiction  over  regulatory  accoimting  prograias  located  in 
the  states  covered  by  regions  now  knows  as  3  and  4^  while  the  accountants 
operating  out  of  r.'iilwaukee  cover  the  territory  embraced  by  Regions  1  and  2, 
Under  the  further  decentralization  plsji,  the  Investigation  Division  Y/ill 
maintain  offices  in  each  of  the  new  r|^-j.ons,  somewhat  along  the  same  plan. 

It  may  be  of  interest  to  note  and  possibly  for  the  purpose  of  illustrating 
to  some  ext,ent  the  diversified  activities  of  the  Dj;vision  that  during  the 
fiscal  year  1942  a  total  of  106,727  cases  were  investigated  and  reported. 
The  vast  majority  of  these  cases  had  to  do  Yfith  alleged  violations  of  the 
Food  Stamp  Plan.  Others  concern  the  Cotton  Stamp  Flan,  violations  of  mar- 
keting agreements  and  orders,  direct  distribution,  diversion  Drograms,  in- 
spections of  safekeeping  facilities  in  hundreds  of  stamp-issuing  offices' 
located  throughout  the  country,  burglaries,  losses,  and  thefts  of  stamps, 
and  so  on. 

During  the  same  period,  a  total  of  192  ai.dit  reports  were  rendered  on 
regulatory  accounting  assignments  •    Tnese  concern  priu'icipally  audits'"  of 
milk  marketing  administrators,  ban cLLer  audits,  ■:andlers  participating 
under  the  milk  marketing  orders^  audits  of  control  comjuittees,  system 
installations  and  investigative  audits. 

We  have,  at  the  present  time,  ai  total  of  r/2  investigators^  all  located- 
_in  field  stations,  23  special  agent  accountants^ and  .51  clerical  and  steno- 
.graphic  employees,  a  total  of  246  in  the  field.    Our  skeleton  staff  in  ■ 
Washington  nLmibers  16,  9  of  v/hom  are  clerical  or  stcnograpliic  employees, 
making  a  grand  total  of  262  emploj^ees  in  the  Division. 

MR.  KITCHEN;    Yifill  you  e:q5lain  a  little  bit,  Mr.  Du.ggan,  how  you  handled 
the  peach  marketing  agreement  m  Georgia  this  year,  hoYv'  that  compliance 
business  checked,  the  different  set-up,  etc.?    Some  of  these  men  are  in- 
terested in  that  phase.    There  was  a  little  different  set-up,  I  think, 
on  peaches  this  year. 

M.  DUGGANp.    In  that  Georgia  peach  deal,  shortly  'xifore  the  order  became 
operative,  we  assigned  an  experienced  agent,  an  agent  v/hp  had  worked  on 
citrus  fruit  agreements  in  the  south  in  p-.st  years,  to  the  Georgia  ter-' 
ritory  to  survey  the  situation  and  ascertain  the  nuinber  of  men  needed  to 
properly  police  the  agreement  once  it  went  into  effect.    This  agent, 
together  with  four  others,  organized  the  state  on  a  split  basis  for  the 
■purpose  of  covering  roads  loading  out  of  Georgia  to  the  contiguous  states. 
The  agents  worked  in  close  cooperation  rath  the  Control  Coninittee  and  a 
representative  of  the  Solicitor's  office  vrho  was  there.     In  a  p...rioG  of 
six  or  seven  weeks,  hundreds  of  tr^j.cks,  v/arehouseS;,  railroad  freight 
cars,  and  the  like  yiotc  inspected  for  possible  violations.    I  believe 
that  20  or  25  cases  involving  criminal  prosecution  i:ere  developed  and 


taken  into  court  by  the  Solicitor's  representative  while  the  agreement 
vms  still  in  force.     That  in  itself  had  ci  salutary  effect  insofar  as 
compliance  ^vith  the  order  was  concerned  and,  in  general,  it  is  believed 
a  splendid  job  of  compliance  was  done  in  the  Qeorgiaj.area.    On  the  basis 
of  that  experience,  there  is  no  question,  but  wtiai.  future  marketing 
agreements  involving  fruits,  vegetables,  or  what-not  can  be  ne.ndled  in  ■ 
like  manner, 

=QUESTIOIm:    Vi/hat  v;as  .the  nature  of  the  violations? 

M.  DUGGaK?    Shipping,  for  instance,  culled  peaches  out  of  Georgia  into 
adjoining  states.     The  order  placed  restrictions  on  the  grade  and  size 
of  peaches  that  could  move  in  interstate  commerce. 

MR.  KITCHEN:  ■  Most  of  these  friiit  and  vegetable;  orders  laerely  restrict 
movement  of  cars  that  may  be  shipped  in  a  given  period  or  limit  ship- 
ments as  to  gTade  or  size,  and  if  those  agreeiiients  are  to  be  effective, 
we "can't  wait  until  the  season  is  over  to  make  our  investigations  so  we 
have  to  be  equipped  v\d.th  the  legal  and  investigative  service  to  -handle 
them!  right  on  the  spot.    I  think  you  v^ouid  be  interested  in  this  arrange- 
ment in  Georgia,  and  we  hope  to  follow  it  through  on  other  agreements  of 
that  nature. 

COL.  PALl^iER:,   I  would  like  to  ask  how  rapidly  you  will  get  into  this  • 
in  the  new  regional  offices, 

MR.  DUGGaN:    Unfortunately,  I  hdven't  had  any  authentic  information  in 
the  last  fev^r  days,  but  1  don't  anticipate  any  greafi  difficulty  in  estab- 
lishing investigation  offices  in  these  new  regions,  • 

COL.  PALIIEH:    Whom  have  you  in  mind  for  sending  down  to  the  Southern 
region? 

MR.  DUGGAN:     The  agent  in  charge  of  the  Dallas  office  has  indicated 
that  he  would  like  to  go  to  Georgia  . 

COL.  PALJiIER:    We  have  another  man  n^ajned  Fortenberry,  from  Mississippi, 
whose  qualifications  we  know  and  who  we  think  vdll  be  a  good  man.  He 
is  coming  in  Monday, 

MR.  DUGGAN:     I  will  tdk  to  hLiL  Monday. 

.COL.  PADIER:     I  know  hiia  aiiG  he  Vifould  be  my  choice. 

MR.  DUGGAN s    All  right. 

MR.  KITCHSI^I:  I  suppose  you  have  the  problem,  lilr,  Duggan,  of  dividing  up 
your  field  force  among  seven  regions  instead  of  four. 

I^IR.  DUGGAN:     That's  true., 

MR.  KITCHEN':  Generally  the  situation  will  confirm  it.  Any  other  ques-  ' 
tions'  while  we  have  Mr.  Duggan  here? 

COL.  PAIiMl:    I  think  we  are  going  to  have  to  move  pretty  fast  on  that. 
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Vife  would  like  to  move  in  as  fast  as  we  can. 

MR.  KITCHEN:    Yes,  I  think  that  -is  right,    fie  will  have  to  move  as 
rapidly  as  we  can  in  setting  up  the  offices. 

MR,  POLLOCK:    One  question:    I  should  like  to  ask  about  the  use  of  this 
investigation  service.    Just  how  is  that  coordinated  with  the  other  activ- 
ities  of  the  regional  offices?    I  presume  that  this  investigation  of 
peaches  was  inaugurated  by  your  investigation  organization  and  that  was 
conducted  currently  vdth  the  movement  of  the  peach  crop.     Is  the  Distri- 
bution Division,  for  example,  in  the  regional  offices  required  to  keep 
you  posted  as  bo  where  you  should  start  some  of  these  investigations  -  or 
the  Purchasing  Branch  -  or  just  how  do  you  function  in  relation  with 
these  various  activities  vve  have  out  there? 

Wi.  DUGGiiN:     On  that  peach  deal,  that  v\ras  a  cooperative  effort  involving 
officials  of  the  Fruit  and  Vegetable  Branch,  the  Solicitor's  Office,  and 
the  Investigation  Office.    With  respect  to  the  second  part  of  your  ques- 
tion, investigations  are  made  as  a  result  of  a  request  from  a  regional  ■ 
official  or  from  v/ashing-ton  officials,    i/Ve  do  not  on  our  omi  initiative 
or  have  not  up  to  this  point,  initiated  investigations  unless  based  on  ■ 
requests. 

MR.  POLLOCK:  That  gets  round  to  the  point  that  some  people  making  the  re- 
quest might  need  investigating  themselves.     Hovv  do  you  get  around  that? 

ISR.  DUGGAN':     If  we  get  a  request,  we  will  investigate  them. 

MR.  POLLOCK:    We  have  a  field  force  in  our  region  that  is  ¥;orking  and 
may  be  responsible  for  spending  a  lot  of  money  and  inaugurating  a  lot 
of  programs.    You  haven *.t  any  way  to  check  on  those  people  unless  some- 
body tells  on  them,  is  that  the  idea?    Those  things  usually  come  out, 
but  there  may  be  -many  cases  where  people  get  a  little  lax  and  need 
watching,  and  certainly  a  regional  administrator  or  his  force  couldn't 
know  everything  going  on. 

MR,  KITCHEN:    I  should  think  you  would  be  expected  to  ask  the  represent- 
ative of  the  Investigation  Division  located  at  the  regional  headquarters 
to  ms-ke  an  investigation  if  you  had  reason  to  believe  they  should  be  made 
or  if  you  v;anted  to  know  whether  a  certain  activity  v^ras  being  handled 
correctly,  particularly  v\[ith  respect  to  funds.    Generally,  the  answer 
would  be  that  unless  we  had  a  request,  thw  regional  administrator  -  should 
be  responsible, 

MR.  CAPPLBfikN:    Mr.  Pollock,  most  of  those  things  should  be  handled  from 
the  administrator's  standpoint.     If  we  have  a  showdown,  we  should  ask  in- 
vestigators to  go  in.    I  wouldn't  vj-ant  the  investigators  to  become  knovm 
as  spies  on  our  own  personnel  because  they  have  to  Y\rork  with  them  so 
much  on  other  things. 

MR,  POLLOCK:    In  the  case  of  food  stamps,  I  understand  you  have  a  system- 
atic check  on  those  merchants  who  are  operating  under  this  pl8.n.    Is  this 
a  function  of  your  organization  or  is  that  conducted  by  the  Distribution 
Branch? 
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IIR«  DUGGAN:    NoYf  it  is  conducted  by  Distribution.    If  there  is  evidence 
of  a  criminal  violation^  that  is  turned  over  to  the  Investigation  Division, 

M,  KITCHEN:    I  thirJc  the  point  Mr.  Cappleraaji  made  is  very  good  pud  I 
have  had  some  apprehension  about  it  myself.    Mr.  Duggsn  and  I  have  dis- 
cussed that  and  I  thinl:  it  is  generaliv  a..?:reed  in  the  Admin  j.st  rat  ion  that 
vre  do  not  Tfant  the  Investigation  Division  to  becomes  kno^^n  as  a  snoopj.ng 
agency^  as  Mr.  Cappleman  says.    I^^e  do  not  want  cur  employees  to  feel  v/e 
have  a  Gestapo  agency  in  our  m.idst.    I  know  of  nothing  that  '^^-ll  destroy 
confidence  quicker.    Of  courc-e^  some  people  will  get  off  the  track,  but 
as  far  as  investigators'  relations  to  employees,  their  viuty  is  one  of 
getting  fa.cts  and'  we  "n21  determine  admd_nistratively  what  should  '':~e  done 
about  it.    That  doesn't  mean  investiga.tors  may  not  go  into  imj  of  our 
field  offices,  especially  if  they  are  handling  money,  and  make  sui-e  the 
procedure  followed  is  correct,  and  I  sm  sure  it  is  our  policy  to  do  that 
in  an  open  and  friendly  way.    In  case  of  misconduct  in  IianuLing  of  funds, 
there  yt±11  be  times  when  he  i-dll  have  to  mslce  a  strict  investigatj.on  of 
the  emplo2/ees. 

liSl.  DUGGAN:     Just  as  the  Department  has  aliTays  done, 

IM»  BUFFALO:  Is  that  handled  oy  the  Investigation  Division,  by  Personnel, 
or  by  the  Secretary's  off ice? 

m.  DUGGAN:    According  to  this  set-up  we  have,  I  think  we  will  handle  that 

IIR.  KITCHEN:    If  we  ha.ve  an  employee  that  should  be  investigated,  if  we 
ha.ve  reason  to  believe  th.ore  has  been  irregularity,  for  the  most  part  vje 
I'Till  try  to  get  the  facts.    There  may  be  various  cases,  possibly  involving 
criminal  action,  Vv-here  Mr.  Forster,  who  is  m  chacrge  of  •  the  Depa^rtment 
investigational  force,  'vvill  be  called  jji.    In  amy  event,  any  report , made 
would  have  to  be  passed  upon  by  the  chief  investigator  of  the  Departm.ent 
before  discip3.inary  a.ction  could  be  talcen  or  prosecution  jjistitutec'. 

I^'IR.  KITCHEN:    Any  other  questions  while  Mr.  ^>jggan  is  here? 

^IR.  MATHER: .  Wic^t  happens  ^dien  you  train  a  new  man'^' 

IIR..  lUGGAI^:    That  is  a  good  question.    Vfe  have  a  ma-iiual  of  rules  and 
regulations  ?/hich  is  issued  to  each  new  a.gent,  employee,  and  accountant. 
That  mexiuaJ-  sets  out  in  som.e  detail  recognized  a^pproache:-  to  various 
types  of  investigations  and  covers  in  considerable  detail  the  various 
programs  -  historical  and  factual  information  Yrith  respect  to  the  program. 
It  also  contains  inform-ation  with  respect  to  adiuinistrative  m.atters. 
In  addition  to  that,  v/e  have  held  group  meetings  in  the  field  offices 
Yfhere  the  agents  were  given  an  oiDportunity  to  discuss  their  problems  and 
review  their  work  over  a  period  of  m.o'nths,  those  meetings  being  in 
charge  of  som.e  member  of  the  Washington  office  and  from  time  to  tiirie,  of 
course,  on  the  basis  of  VvTitten  memos  issued  from  the  Washington  office^ 
so  that  we  have  been  in  reasonably  close  contact  r-rlth  them  and  endeavored 
to  capitalise  on  tneir  capabilities  and  their  specia].  skills. 

W^EN:    b'ill  these  men  3/ou  liave  iii  the  regionad.  offices,  based  on 
fact-finding  presumably,  report  directly  to  J'fashington  and  will  the  re- 
gional dir^obor  tell  them  to  m.al<:e  an  jnvestigation  or  i^n_ll  he  request  them 
to  m.ake  an  investigation?    I  am  thinking  you  m.ay  hsve 


investigations  in  thu  Washington  ofiice.    Viii].!  final  say  be  in  V/ashington 
or  the  Administrator's  hands?    Is  there  any  control  on  what  the  iien  do? 

M.  DUG-OAN:     I  have  not  had  the  benefit  of  who^t  wenL  on  here  Tuesday 
and  v'/ednesday,     I  can  tell  you  we  have  operated  this  vjay  up  to  this 
point:    Vvith  the  line  of  authority  directly  co  the  "Washington  ofiice, 
v/ith  special  agent  in  charge  of  field  activities  answerable  to  Washington 
in  line  of  authority  and  not  directly  through  the  regional  office. 

MR.  KITCtlEN:    Now,  Buell,  on  decentralization,  that  woulo.  couie  out  through 
the  regional  adiidnistrator  to  your  agent.     Otherwise  there  could  not  be 
any  coordination  oi  your  work,     llowr  are  you  going  to  pick  out  the  most 
important  Lhing  to  be  done  at  the  moment? 

MR,  DUGGaN:    Buell,  ive  hcve  never  attempted  to  regulate  assignments  in 
the  field.    We  have  left  that  to  the  adiriinistrative  judgement  of  the 
special  agent  in  charge, 

MR.  KITCFM:     I  didn't  hear  all  the  discussion  on  Lhat  point.     I  v\rould 
think  though  that  IvLr;  Maben  has  stated  it  about  correctly.     These  inves- 
tigators would  be  attached  to  regional  headquarters,  and  I -would  expect 
that  on  general  investigations  that  they  ■.youIq  be  taken  up  there  and 
handled.     Now,  of  course,  the  report  should  come  in  here  with  recomnenda- 
tion  of  the  regional  investigator  attached  to  it.     There  might  be  special 
situations  v^here  the  regional  administrator  might  v/ribe  to  us,  where 
investigation  is  expected^  but  the  general  routine.,  I  should  think,  vrould 
be  handled  through  the  regional  investigator ' s  office. 

MR.  GAGE:     I  suppose  that  the  line  of  demarkation  between  your  scope  of 
investigation  and  thct  of  the  Secretary' s  of f ice  will  be  cleared  up. 
The  question  comes  to  me  because  once  "in  a  while  a  cas^^:.  comes  up  'i/hich 
might  involve  prosecution,  under  a  Federal  statute  that  has  no  relation- 
ship to  marketing  agreements,  stamip  plan,  or  anjH^hing  of  that  sort.  I 
have  a  case  now,  I  don't  kno^v  whether  it  v\,dll  call  for  prosecution  or 
not,  but  cin  outside  party  has  as  suited  and 'threatened  "a  Government', 
employee,     I  just  judged  from  your  description  of  your  activities  that 
that  would  '0  :.  outside  of  your  domain  and  more  properly  the  domain  of 
Forster' s , 

MR.  DUGGAN:     Or    possibly  a  police  matter. 

VOICE:    Yes,  and 'if ''it '  is  a  violation  of  a  Federal  statute  bej^ond  po- 
lice power,  possibly  a  Federal  court. 

MR.  KITCHc/N:     That  is  a  case  where  Colonel  Palmer  might  want  to  exercise 
his  military  experience.     If  an  employee  w'ho  has  a  reputation  of  being 
a  bad  man  got  drunk  and  imdertook  to  run  one  of  our  men  out  oi  town  by 
threatening  to  l;ill  him,  perhaps  it  w^is  the  best  thing  for  our  employeof 
to  do  under  the  circumstcnces .     I  don't  think  wre  are  through  vath  that 
case.     I  think  maybe  there  is  some  Federal  action  that  could  be  taken 
in  this  situation.     I  would  think  that  the  regions  certainly  ought  to  get 
the  facts  on  a  matter  of  that  kind  while  they  are  fresh,  and  if  it  involved 
calling  on  local  police  to  investigate,  I  would  expect  th.j.,i  to  take  that 
action  and  then  report  it  here  and  see  if  the  Department  of  Justic'j  could 
institute  proceedings. 


COL.  P^DiER:  Sone  of  these  thing's  arc  so  dravvn  out  that  by  the  tinio 
you  get  through,  you  v/ish  you  had  ucv^v  started, 

MR,  KITCfENj     I  think^  Colonel,  that  Ivlr.  Duggan  and  regional  ac.:dnis 
trators  will  be  able  to  expedite  those  things  quite  a  little.  Vrnen 
wc  have  a  situation  that  neuds  correction,  v;e  '.vant  to  move  into  it 
proiaptly. 

IM.  CAPFLEIviAN:  Regional  administrators  should  become  acquainted  :":it 
the  District  Attorneys  in  their  regions. 

MR.  KITCHEN:     I  think  so. 

VOICE:  V\[e  have  had  cases 
helped  out,  but  sometimes 
they  are  not  good. 

MR.  CaPPLSMAI^:     If  they  will  v;ork  with  yeu  like  they  do  in  our  part 
of  the  country,  you  can  get  somewhere, 

IviRo  KITCHEN:     That  is  right,  he  can  block  everyt.hing.     I  think  our 
men  should  get  acquainted  with  IJ;  S,  District  Attorney-s  and  explain 
to  them  the  kind  of  uroblems  th"^t  come  up.     If  they  go  te  then,  nine 
'times  out  of  ten  they  i/ill  get  action. 


of  that  kind  '.vhere  District  Attorneys  hav 
they  don't.     They  block  oul  everryt-hing  if 
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W.  B.  RoTDcrtson,  Chief 


T'or  the  pr.st  two  days,  tiiG  Branch  Chiefs  have  "been  oxplaining  to  E.ogional 
ii.dmir.ii::t raters-  tho  r3gu].o.toTy  work  of  tho  IsJlL  and  tho  toch.iical  cons idora,t ions 
involved  in  I^arcnaoo  and  dirstri'oution  of  conmoditios  for  which  the  3.o.gicnal 
Administra.tor B  will  oGccmc  rosponsihle  under  the  reorganization  of  the  field 
services.     I  imagine  that  hy  this  tilire,  the  Regional  Administrators  are  fully 
impressed  v;ith  tho  fact  that  they  have  assumed  respcnsi"billty  of  very  tech- 
nical and  complex  fv.ncbions^     Ihe  work  of  the  Budget  and  accounting  f^lvision 
is  very  conrplox^  "but  tho  ?/::gio.u?i  Adm' nistrator         t  have  to  v;:'*::i.y  a"bout 
that,     I  V7i  11  see  to  it  that  t'':--y  will  not  "be  conct=A:.ied  with  3o:Vyet  and  Ac- 
counting unt5.1  they  have  the  time  and  inclination  t-c  delve  into  bhose.  matters. 

vrhon  I  v;a.s  in  college,  I  took  a  course  in  economic  history  -  in  this,  I  learn- 
ed that  as  ls.i;e  as  the  time  of  Queen  Zlizaheth;.  mcnetarj'  metal  was  so  scarce 
that  woaj.th  was  measured  principally  in  term-?  of  lanol  a,nd  cattle,     The  dis- 
covery of  va?t  deposits  of  gold  a.:j,d  silver  Ly  the  Sp-^nich  in  Centro.l  and 
Sov5th  America,  and  the  appr •:;pria-'-:,on  of  the  loot  l?y  t'ue  British  privateers 
chuXiged  0.11  tha"".  and  ushered  in  the  comjnercial  age.     Mono./  bec^'j.ie  tho  prime 
mover  of  lusiness  and  the  •common  denominator  of  .Jl  commercial  values,  i^or 
the  past  oOO  years,  "business  m^an  have  hcid.  to  work  v;ith  "budget eers  and  ac— 
countr^ts  -  this  is  not  the  fault  of  the  individual  hut  tno  fault  of  t  he 
systerio     The  suhstantitive  v/crk  of  the  Budget  and  Accounting  Division  is 
suggested  hy  the  title  -  it  is  concerned  with  various  aspects  of  hudgeting 
cjid  accounting*    There  are  "both  administrative  o.nd  technical  considerations 
involved  in  tho  adr-.inist ration  of  any  field  of  technical  work.    In  so  far  as 
our  vjork  is  technicr.l,  it  is  concerned  with  principles  end  procedures  of 
accountingo     Some  of  the  E.egional  Administrators  no.y  have  a  working  know- 
ledge of  accounting  -  others  may  not.    But  there  is  nothing  I  can  do  aoout 
that,  so  I  v/ill  prefer  to  talk  a"bout  some  notions  I  ha,ve  as  to  the  relation- 
ship of  accounting  to  administrative  management. 

To  illustrate  v/hat  I  have  in  mind,  I  would  like  to  point  to  some  pa,rallels 
hetween  the  practice  of  accounting  and  la,w.     The  law  has  "been  defined  as  a 
rule  of  action  ivhich  will  "bo  enforced  "by  the  courts.     In  the  modern  v/orld 
a  "business  administrator  is  surrounded  "by  law  -  every  deal  he  r^akes  has  seme 
obvious  or  obscure  legal  significance.     In  order  to  keep  out  of  legal  com- 
plications -  and  out  of  jails  sometimes  -  the  administrcotor  meeds  an  advisor 
to  keep  him  informed  of  the  legal  effect  of  tho  action  he  proposes  to  take. 
It  has  "been  said  thc„t  there  is  no  such  thing  as  a  law  without  a  set  of  facts 
that  may  be  applied.    The  business  counsel  requires  knowledge  of  the  law  and 
the  facts  that  the  Adrndnistratcr  is  dealing  with.    To  make  sure  th,^t  he  ha,s 
all  of  the  material  fe.cts,  and  is  famiiliar  with  all  of  the  practical  con- 
siderations, the  counselor  works  in  close  cooperation  with  the  administrator 
a  relationship  of  mutua.l  confidence  must  exist  betv/een  them.    The  counselor 
is  engaged  in  the  practice  of  lav/  in  a  very  different  way  from  a  prof essi:na,l 
investigator  or  detective,    ^iccounting  is  a  mea,ns  of  determining  the  fiscal 
effect  of  business  trcunsactions  and  conditions.    In  order  to  operate  .in  a 
comm.ercia,l  world  within  a  predetermined  -  budget  and  without  going  bankrupt 
in  the  absence  of  one,  the  Administrator  requires  tho  service?  of  a  stvSi 
officer  to  advise  him  on  the  fiscal  effect  of  his  proposed  actions.  Such 
an  advisor  needs  an  accounting  background  -  but  there  is  no  accounting  v;ith-» 
out  somethiiij^  to  account  for  -  he  also  needs  informa.tion  as  to  plans  axidu 
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procedures  the  Administrator  has  in  mina.     The  accountant  vvho  dischc.rges  this 
function  and  also  maintains  the  books  of  account  for  the  business  concern  is 
called  a  comptroller.     He  is  enga.ged  in  the  practice  of  acco  inting  but  in  a 
different  manner  fro..x  a  professional  detective  engaged  in 'the  investigation 
of  fiscal  irre;gularities  or  from  a  public  auditor  whose  duty  it  is  to  review 
and  verify  fiscal  determinations  made  by  the  comptroller. 

The  control  of  money  is  inseparable  from  the  responsibilities  of  bhe  adirdnis- 
trative  iuanagement  -  for  that  reason"^  it  is  the  duty  of  tlie  budget  officer 
to  advise  so  the  administrator  ma^-  decide.     The  Budget  Officer  ^ of  AiviA.  is, 
in  effect,  the  Budget  Officer  to  the  Adininistrctor  and  not  of  the  Bv-djet  and 
Accounting  Divi.sion,     His  status  is  that  of  Chief  of  the  Budget  Section  - 
under  the  proposed  plan  of  reoig'-nifziationj,  I  suggest,  that  the  rv;gional  ac- 
counting officers  shoulc  servo  as  Budget  Ofiicers  for  the  regicr.al  adminis- 
trators.    The  functions  of  the  Accounting  Section  of  uhe  division  are  to 
handle  fiscal  operations  and  other  custodial  7-;ork,  prepare  payrolls,  £.nd  main 
tain  books  of  account.     Unlike  oudget  work,  which  is  purely  advisory,  account 
ing  ¥Joriv  is  less  inf3.u.enced  03^  policy  -  it  is  more  influenced  by  well  settled 
principle ,    Admitting  the  facts  of  a  given  hastiness  transaction,  the  conclus 
ion  in  accounting  tenus  yjox  Id  icj.low.     It  would  be  imposoible  for  a  public 
auditor  to  comu  in  £and  verify  the  conclusions  of  the  Budget  Officer  because 
they  are  iniluenowd,  ;bo  a  groat  extent,  by  the  policy  of  the  Administrator . 
It  is  not  only  possible,  but  com^ion  prac&ice,  for  a  public  auditor  to  come 
in  and  verify  the  conclusions,  of  comptrollers.     From' time  to  time,  thti'-e 
have  been  confj.icts  between  accountants  c.nd  administrative  ofiicers,  I 
think  that  it  nay  safely  be  said  that  such  conflicts  could  be  explained  by 
lack  of  understanding  by  accountants  of  the  problems  of  administrative 
management  -  or  by  lack  of  appreciation  of  the  requirements  of  accounting 
.by  the  administrative  management.  _ 

Knowledge  of  accounting  is  not  a  required  cp.alification  of  the  administi-ator  - 
neither  is  a  knowrledge  of  law^     He  can't  be  expected' to  be  a  technical  expert 
in  all  of  the  fields  of  work  under  his  administrative  control.     In  other 
words,  I  thinJc  it  is  the  dut3/  of  the  accounting  officer  on  the  stafi  of  the 
Regional  -Administrator  to  famliarize  himself  with  the  practical  problems 
before  the  administrator,  rather  than  the  duty  of  the  Regional  Administrator 
to  familiarize  him.self  ¥;ith  the  types  of  proble.ms  of  accounting.  Someone 
has  to  bridge  the  gap  -  and  I  think  the  accountant  has  more  tirae  and  op- 
portunity to  do  it  than  the  administrator.     I  believe  that  the  accounting 
oificers  that  have  been  selecLed  for  the  various  regions  ydll  be  of  real 
service  to  the  Regional  Adrriinistrators,    Some  .lay  lack  experience  in  deal- 
ing with  administrative  problems,  but  I  can  assure  ;^ou  that  they  will  be 
properly  oriented  tov^ards  the  comptroller ship  function  and  realize  that  they 
are  supposed  to  work  for  and  I'dth  the  Administrator  and  not  against  him, 
when  they  as.sume  their  duties  under  the  reorganizatio.n. 

MR.  CANNING:    I  think  it  vvould  be  ixiteresting  to  hear  about  your  pricing 
activities  with  respect  to  the  food  going  to  the  Islands. 

IMo  ROBijRTSGN:    We  are  inaugurating  a  nev\r  accounting  policy  which  is  based 
strictly  on  commercial  plans  of  accounting  r-  I  think  that  accounting  for  the 
coffuaodity  purchases,  etc.,  falls  into  two  general  classes.    Many  of  those 
we  have  been  supplying  to  operations  in  quantities  -  that  system  seems  to  be 
adequate  ¥;here  we  are  expending  appropriate  funds,  vihich  are  not  reimbursable 
in  any  sense  -  the  administrcitive  determination  would  be  made  as  to  how  much 


of  that  monev  would  be  expended  on  the  Vr?.rious  progr-cjus,  then  v;e  would  count 
the  charges  up  to  the  lifxiit  of  the  alloti-ient.     This  system  which  we  still 
use  in  accounting  for  administrative  expenses  is  i-vhat  I  T-^ould  call  the  locked 
account.    But  now  there  is  no  limit  to  the  ^^pcration  v/ith  an  -allotment 
of  10  million  dollcars^  as  the  Kawaiican  pro^ram^  for  an  indefinite  nur±er 
of  years  -  so  the  .allotm.ent  control  system,  iias  to  be- a  practical  m.eans  of 
adirlnistrative  control.     The  (General  Commodities  Puxchase  program  v^as  orga-n- 
izcd  on  an  allotment  b^.sis.    We  purchase  various  eoFJ.aodities  all  over  the 
United  St'itee  -  purchases ■  are  influenced  b^^  m.arkets^  trarisportation,  etc. 
When  this  program,  v/as  organized  to  purcna^se  cor.iriiodities  for  lend-le:-;.se^  an 
a.ccounting  procedure  was'  outlined  by  Lena-Lease  to  be  followed  by  all  of 
the  Operating  Agencies  -  Mpt ,  Navy,  Trea.sury,  etc.    Lena-Lease  administration 
prescribed  a  procedure  under  which  we 'were  to  determine  the  provisional  cost 
of  each  delivery  m.ade  to  a  foreign  government.     It  w;:.s  tied  dov/n  to  a  specific 
lot  -  there  w^re  many  operating  differences  betwv^en  our  operr-.tions  and  the 
Armj^,  •  Navy,  etc.    The  Arm.y  was  buj^ing  manufactured  articles  -  so  were  all 
others,  except  ourselves.    A  contract  of  --^11  of  the  articles  produced  under 
th,-it  contract  could  r--.:adily  be  identified  witli  shipments  -  when  the  mianufax- 
turer  had  attained  his  quota,  the  progrrjn  vjas  over,  the  Army  or  the  Navy  paid 
the  bills.    One  of  the  initial  requirements  of  the  Office  of  Lend-Lease  Admin- 
istr'-.tion  was  that  we  send  over  there  copies  of  all  our  contracts  -  we  got 
out  of  that  very  easily,  because  one  of  the  first  things  we  bought  was  shell 
eggs.     They  decided  that  they  did  not  want  them,  because  they  soon  discovered 
they  could  not  do  anything  with  them^  -  it  was  impossible  to  relate  any  deliv- 
ory  on  the  British  Requisition  with  contracts  for  the  purchase  of  shell  eggs. 

The  theory  of  the  original  plan  wae,  r.pparently,  that  the  British  rnd  Rus- 
sia.ns  would.  t.a.ke  such  a-largc-volume  of  agricultuia'^l  coma^iodities  that  a 
national  a.vcrage  basis  would  average  out  in  the  case  of  each  one  cf  them. 
It  bec:irae  apparent  that  the  national  a  verage  v-as  not  a  s-.  tisfactory  basis 
for  the  Hawaiian  program..     The  llawaiian  program,  w  s  orgariized  because  of 
interruption  cf  shipping  due  to  the  vj.ar.     There  are  five  large  rercha.nt  in- 
terests in  Ha.waii  that  form.erly  supplied  pr  ..cticalj.y  a.ll  of  the  products  to 
the  civili^^n  population  -  t.hey  were  very  fru-nili.-^r  vlth  price  structures  on 
the  continent.    There  'would  be  a  great  deal  of  criticismi  of  our  activities 
if  we  Vvould  iiold  prices  of  the  coiimodities  to  be  tr^nsf erred  to  the  Islands 
with  those  current  in  Mew  York,  Chicago,  etc.     It  wrs  quite  an  accounting 
Job  to  trace  the  origin  and  movement  of  each  commodity  we  delivered.  The 
commiodities  had  been  mingled  -  with  every  succeeding  m:Onth,  it  becrane  :.ore 
and  more  difficult  to  determine  the  accrued  cost  of  ohe  lots  delivered. 
After  we  got  into  the  Caribbean  programi,  we  were  confronted  with  even  more 
unusual  conditions.    At  first,  the  lia-ritime  Comj-ission  ruled  that  all  Carib- 
bean shipments  would  nave  to  cl.,ar  tiirough  golf  ports.     The  stuff  would  then  have 
very  high  prices  on  those  specific  lots  transferred  to  the  Caribbean  program  - 
so  that  v/e  can  quote  sales  prices  in  adv.-.nce  of  the  delivei-^y  of  the  coi.imcdities, 
we  ina.ugurated  a  good  policy  unaer  w.Jiich  the  inventory  fromi  tne  United  States 
could  be  organized  for  the  torrid  zone  in  which  we  figured  in  the  cost  of  pro- 
duction, miarketing,  transportation  factors,  and  arrived  at  the  rctu.al  cost 
of  the  comjiioaity.     The  plr,n  has  not  been  ver^'"  far  aevelope^'l,  so  I  can't  say 
definitely  -  but  there  is  uniform,  agreemicnt  that  tiiis  proceaure  is  the  way 
to  go  about  it.     The  only  other  alternative  w-.s  basic  cost.    l>.ny  people  don't 
like  that.     If  we  use  a.ny  national  average  s^-^stem.  or  basic  price  system,  we 
could  just  forget  about  selling  anything  to  the  Army.     The  past  two  or  three 
days  I  have  been  working  on  a  differ exnt  phase  cf  this  price  arrangement  - 
that  is  the  establisliment  of  selling  prices  for  Hawaii  which  will  becom.e 
effective  September  1.    One  policy  we  adopted  w;-.s  thet  v/e  asked  themi  to  deliver 
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the  coimnodity  in.  San  Francisco,  gcjt  c^ll  tho  costS'  to  Honolulu,  accrue  the 
trucking  charges  to  the  dock,  and  base  the  selling  price  on  the  accrued 
cost.     That  procedure  was  adopted  ana  has  been  in  effect  ever  since  -  it 
has  produced  some  broad  fluctuation  irl  sales  price  in  Ha¥\raii,  These 
conditions  were  explained  oy  not  having  sufficient  advance  inicrniation  on 
what  was  needed  in  Hawaii^     One  S|3ecific  case  -  sonc  corn  v\fas  requisitioned 
•and  we  had  only  a  few  days  in  ;.hich  to  make  the  sale  and  do'liver  it  :.n  bocird 
ship  -  it  v\fas  -necessa^ry  to  buy  this  comiiodity  in  San  Francisco  and  Stock- 
ton at  various  disadvantageous  prices  -  if  we  had  had  tw6  "weeks  to  get  ity 
wfe  .  couldvhave^g^tten..  it. -.iiuch  ;Gh£2aper>..;-:^-,Somo  of  those  things  possibly  can 
be "  corrected,.    We  have  been  called  upon  to  announce  our -sales  pric-..;3  .  and 
;;hy  ~  WD  have  been  going  at  it  from  all  kinds  of  angles.     By  the  adopticji 
of  some  statistical  methods^  we  have  charted  part  of  tliem.     In  some  c^ses, 
we  don't  have  any  backlog  of  the  caniaodity  -  in  those  cases,  w^e  have  to  ce.ll 
upon  the  merchant  men  and  the  appropriate  comiidoity  branches  to  give  us  an 
estimate  of  what  thcj  FSCC  price  in  San  Francisco  v.'ill  be  during  September, 
We  v;ill  aed  th^  ma.rgin,  we  will  estimate  our  sales  price  in  Hawaii-  cJid  that 
price  vjill  be  Cjuite  reliable  for  a  period  of  60  days,  because  there  is  ap- 
proximately a  30  day  lapse  from  our  purchase  in  this  country  and  the  time 
the  sale  is  m^de  in  Hawaii,,    Vfe  e^re  going  to  try  to  keep  the  price  in  effect 
for  three  months  -  I  der. 't  know  what  will  happen  after  the  second  month. 
That  is  vdiat  we  are    or  king  on  at  the  Aiom^nt  -  by  tomorrow  afternoon,  we 
hope  to  have  the  schedule  of  the  price  for  everything- we  are  dealing  in  in 
Hawaii  -  affixed  sale  price  for  the  next  three  months.     Our  r.-ext  thing  will 
be  to  do  something  for  the  Garibeean  and  for  GGP  Prograiiis,  also  on  trans- 
fers to  Lend-Lease  and  sales  to  commercial  buyers. 
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AUDIT  SIYISIOIT 
J.  0.  Harrill,  Chief 

First,  I  T7ant  to  state,  in  connection  vrith  decentralisation  program,  that  the 
Audit  Di^icjion  is  ready  to  cooperate  a^id  do  everything;'  it  c-m  to  p-j.t  the  or- 
ganization under  wa^^^e     I  can  stop  right  there.     The  -jidit  Division  it;  'jcncemed 
priLiarily  T^ith  the  aud?  t  and  certifyirg  of  vouchors  for  pa:.T.ent,     In  other 
T7ords,  y:3  do  no  g  concern  ourselves  vith  audits  not  involving  G-cvernmcrt  f^jinds. 
There  are  auditors  in  the  investigation  division  who  audit  hoolrs  .^ra  records 
pertaining  to  marketing  3g:ro3ments        there  are  auditors  in  tho  Gomnodity 
Exchange  Branch  —  their  worh  is  c^-nf5ned  to  regulatory  vjci^:  anc.  reocrds  ■'i'liere 
G-overmaent  fuiida  arp  net  in  olved.     >Ve  confine  our  v-:  :^■K  tc  the  a/'.^-it  and  cer- 
tification 01  dithnr 2 er. en f:r  of  Gc-Tcrnnent  fmids.     i't-  is  our  duty  to  sei  that 
the  expenditures  are  mr.de  m  acccrdsnce  rith  exist:' ^ig  lars  CoLiptrcller 
General's  deoi-sions,  lepojrtzont  regulations  pnd  ad^Lini stro  vive  reg'LLla"oicns. 
At  the  present  time,  93;^  of  our  work  in  the  Andit  division  is  decsntralisod 
and  has  "been  for  a  nijiiiher  of  years-     2f  v^e  had  vaited  until  toLio-ro-n  I  cjuld 
tell  3"0u  that  9  year"?  ago,  re  started  cirr  fir'-t  field  oudit  office,  that 
tine,  our  vor>  vi3  in  the  T:  Iple         In  the  fen  year^j,  it  has  movec?  to 

the  jTSOO,   KiA.  and  AIL;..     Section  3:^  -.'Ork  star  too.  in  195:5.     1  thirl:  Mr.  Knnkel 
recalls  something  of  those  intere-jting  do/^s  t/e  had  at  that  time.     The  ''Little. 
Fig^'  Purchase  program  tib^s  our  firi^r-  field  joo  in  192."^.     I^nen  ne  arrived  out 
there,   the  packers  had  deli^'^ered  several- million  dollo.rs  -^^orth  of  pigs  :.nad  had 
the  vouchers  or  hond  ivaiting  for  Audit  Office  to  open.     life  have  learned  quite 
a  little  sjnce  then  n-i  bh  onr  experience  in  the  field;  '^e  still  have  more  to 
learn.     Xle  non't  ever  resell  the  jjoint  -".vhcn^e  e'^erythlng  is  ico.rnedc    As  I  stated 
"before,  9Sfo  of  our  wor]i  is  alrcad;"  decentralized.     A.t  the  present  time  ne  have 
t-70  tji'pes  of  work  in  Tvashington  to  he  sent  to  the  field  —  the  administrative 
audit  work  in  connection  with  former  AldS  — except  field  payroll d«  17c 
expect  to  decentralize  the  "balance  of  that  as  soon  as  the  Branches  rT.d  the 
Regional  Administrators  are  ready.     7e  started  talcing  steps  the  first  of  July 
to  decentralize  Comm.odity  Transportation  A^j.dit.    At  the  present  time,  we  have 
over  ICO  emploj^ees  here  in  TTashington  working  on  Commodity  TraJisportation  audit 
Last  year,  up  through  June  50,  we  handled  201,000  Bills  of  Lading,  totaling  40 
million  dollars  —  for  the  cu^^rent  fiscal  year  we  e:ri;ect  to  have  aoout  a  bOfo 
increase  in  tho.t  t^/pe  of  work. 

We  have  talked  a  little  ahout  further  decentra-lisation  of  audit  —  it  may  sonjid 
strange  here,   but  I  want  to  talk  ahout  centralization.     It  is  not  to  centralize 
hack  in  ITashington  —  it  is  in  connection  with  centralizing  all  of  the  audit 
work  into  one  field  office  in  each  region.    At  the  present  time,  we  a-idit  throu; 
from  two  to  six  offices  in  each  of  the  present  regions.     For  instance,  in  the 
old  so«oalled  Region  I,  we  have  5  audit  offices.     That  will  he  hroken  down 
into  two  regions  —  it  is  our  recommendation  that  the  \7ork  he  consolidated 
into  one  office  in  es.ch  region.     That  is  a  question  I  want  to  take  up  with 
each  Regiona.1  Administrator  sometime  in  the  near  future.    Personally,  I  thirJc 
we  can  save  quite  a  hit  of  money  hy  consolidating.     The  employees  we  have 
working  in  "Washington  in  connection  with  commodity  transportation  vouchers 
will  r^jji  a  little  over  100.    IThen  we  send  the  work  to  the  field,  I  think  some 
of  the  present  personnel  in  the  field  will  he  ahle  to  ahsorh  part  of  the  work. 
Instead  of  requiring  100,  we  thirds  it  might  require  ahout  8Qfa  of  otu*  present 
Washington  force  if  the  work  in  certain  sections  of  the  cotoitry  drops  off  in 
connection  with  the  Stamp  Program.'     Some  of  the  higgest  prooleras  we  ha,ve  en- 
countered in  our  audit  work  in  the  last  few  years  has  not  heen  in  connection 
with  our  ordinary  audit  work  —  hut  what  should  he  ordinary  audit  work.  The 
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problems  come  about  many  times  due  to  the  fact  that  some  of  the  administrative 
people  go  aliead  and  work  out  a  program.,  and' put  it  into  effect  without  talcing 
into  consideration  certain  axiditing  requirem.ents.    They  fail  to  communicate 
with  us  Yfhile  they  are  working  out  the  rjrogram.»    Of  course,  after  the  program 
gets  under  'lay  and  vouchers  start  coming  In^  then  it  is  not  possible  to  pcy 
them*,    Hany  tines 5  "V7c;  have  to  do  a  j-ot  01  sci^ctching  ?nd  digging  belore  we  can 
find  wr;.7s  to  get  che  program  out  of  the  hole.,    I  will  say  that  this  problem 
can  be  c,nd  has  been  cut  to  a  minjimim  in  the  last  few  years  —  in  most  every 
case,  the  operating  people  coiroTiunicate  Trith'  the  auditors  vvhen  they  are  leady 
to  work  out  a  program*,    If  It,  is  an  old  one ,  they  are  pretty  well  eirperienced 
in  the  reouirements  and  it  isn't  necessary  to  get  in  touch  wiidi  .^rb.itp  Let 
us  know  in  advaitice  so  f/e  ci.-  sit  do-;m  and  discuss  the  problems  'vvith  ycu  —  it 
is  a  lot  easier  to  keep  thu' work    rt  ob  the  hole  thrn  It  is  to  ur:- c raiblw  e '  it 
later*    As  I  said.,  w^  a^re  toimd  by  certain  regulati?rs  and  it  isn't  a  naoter 
of  personil  judgments    Our  -'.ork  is  subject  to  a  pos>,.  aadit  by  the  domp-troller 
Generale    b'tny  t^mes-  two  years  futer  're  have  made  ];)^..7i;ientE Tie  are  caller!  upon 
to  answer  certain  post  :rudit  exceptions.    In  many  cases ^  the  operating  auditor 
may  h^ive  left  the  organization  and  it  is  very  '"btf ici;J-t  to  e:rplain  some  ex- 
ceptionso,     If  '''1  ^  Branches  i  '.d  D".vb'done  cont:bv':.c;  to  'y.t  in  touch  "■vith  atdit 
the  way  "'hey  ha.^:  been  :  loi'V     our     ^:^oubj-es  wilj  be  kep;>  at  a.  mini:'';rffi.» 

You  can  see  that  we  have  quiio  a  bit  of  responsibility  in  ccnnecti'Ta  ^•dth  our 
worlc.    At  the  pre  .:en\  time  ;  we  h.tye  almost  evt:ry  tyjic  of  '<R)ueher  a.nd  p}  oblem 
you  miglit  rv.n  intc-»    In  connection  \r±th  comitodity  purchases  ^  we  run  into 
problems  every  cbg/'  that  have  never  before  been  heard  of  in  tb.e  G-ove rm^ient  and 
it  is  n._;cessary  for  the  audi'tcr  to  ''come  lyp''  with  an  ^nswrn-  somu  times  with  in 
three  or  four  hours.    If  ue  can  help  you,  get  in  touebi  Tilth  us, 

}M,  POLLOCKS    You  mentioned  that  we  could  keep  orbc.  of  a  lot  of  trouljle  if  we 
would  keep  in  touch  nith  .''udit.    Does  that  mean  ire  can  let  those  people  in  the 
field  in  on  it  —  then  there  will  be  no  need  of  coming  into  your  offtcel 

HARllILLo    RegionaD.  Auditors  will  have  full  authority  to  go  ahead  and  help  you 
work  out  your  problems. 
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PROGRAM  APPRAISAL  DIVISION 
Otie  Reed,  Chief 


I  find  myself  in  the  soraewliat  unfortunate  position  of  competing  for  your  atten- 
tion with  men  vfho  have  had  some  long  history  of  operation.    Program  Appraisal 
Division  was  put  down  on  paper  in  April  of  this  j^ear.     It  wasn't  until  the  i-iiddl 
of  May  that  a  Chief  was  appointed  and  the  work  was  actuall^^  started  on  the  de- 
velopment of  a  pro-^rsm.     I  think  the  quickest  and  easiest  way  to  .^^ive  a  quick 
view  of  the  functions  of  the  ?ro:^ram  Appraisal  Division  is  to  read  the  mem.o  of 
Mr,  Hendrickson' s  establishing  it.     (He  then  read  Administrator's  l-^emorandijua  #  2 
S'j-pplement  D)    "There  is- hereby  established  '.d.thin  the  AM.^  this  pro^rram" — when 
you  begin  to  look  into  the  activities  of  AMA  ?nd  discover  how  many  various 
^  Sff       fields  of  activities  and  commodities  are  covered  by  that  one  brief  statem.ent — - 
J  there  are  really  an  awful  lot  of  headaches  and  work  involved.    Since  the  mdddle 

of  May,  we.  have  been  largely  engaged  in  a  lot  of  little  jobs.    The  first  was  to 
get  a  staff— as  you  know,  perhaps  better  than  I,  there  isn't  anv  available  per- 
of  sonnel  in  the  MUv  organization.    Everybody  in  the  Branche    is  prett^v^  busy  and 

we  ii^ve  had  to  go  outside  of  our  CYm  organization  to  select  or  procure  personnel 
The  result  was  that  it  has  been  very  difficult  to  get  going.    Since  the  short 
%  period  of  time  that  this  Division  was  3stablished,  the  v'ar  has  tak^n  an  even 

more  cerioue  turn... it  gets  more  difficult  as  time  go3S  on  and  our  work  at  the 
present  tLme  is  largelj^  in  the  nature  of  helping  in  ?.'hatevcr  way  we  can  in  the 
conduct  of  war  programis.    As  an  exaniple  of  that,  I  might  indicate  one  job  that 
we  did  andj  v/hich  vfill  be  brought  up  to  date  as  soon  as  appropriate  arrange- 
ments have  been  made — it  is  connected   vfith  ocean  shipping.    Around  the  end  of 
May  and  the  first  part  of  June,  we  undertook  the  ion  of  trjrlng  to  determiine 
whether  the  shipping  situation  was  deteriorating  to  the  extent  that  it  might  in- 
fluence AI-iA  operations,    Me  embarked  on  something  that  really  turned  out  to  be 
a  honey.     In  the  first  place,  information  on  ship  construction  was  very  closely 
guarded.    Most  of  our  information  about  sinkings,  wcs  largely  what  one  reads  in 
the  newspaper,    Vfe  monkeyed  around  mth  the  thing — prepared  a  short  report  to 
the  Adjninistrator  indicating  the  danger  in  the  situation.    At  the  present  time, 
we  have  permission  to  contsct  th;  war  shipping  Adjninistration  for  certain  in- 
formation— how  successful  we  are  going  to  be  in  getting  what  '..'e  actually  need 
to  determine  how  we  stand,  we  don't  know  j'ot.     In  cooperation  v/ith  the  Trans- 
portation and  Warehousing  Branch,  we  hope  to  keep  the  AFA  fairly  up  to  date  and 
to  forecast  rathsr  adequately  what  is  coming  six  month's  ahead. 

Another  phase  of  our  operations  hss  been  to  study  the  adjninistration  of  ivar  food 
programs.    Dr,  Canning  very  forcefullj^  stated  the.  situation  as  far  as  it  exists 
in  this  country,  and  we  have  been  doing  som^e  work  on  the  development  of  know- 
ledge and  information  with  regard  to  the  administration  of  vrar  food  programs  in 
?  foreign  countri.es.    Those  nations  that  have  come  up  against  the  problems  of 

drastic  change  have  had  to  make  quick  shifts  of  emxphasis  in  food  procurement  and 
follow  a  much  more  different  pattern  th?n  vfe  have.    They  have  gone  "whole  hog" 
in  the  business  and  set  up  to  what  amounts  to  food  "Czars," 

From  the  standpoint  of  long  run  appraisal  v:ork,  I  don't  know  ho'/r  long  it  will 
be  before  we  get  to  any  of  that.     I  think  our  y/ork  will  divid-  itself  into  two 
major  categories— there  will  be  appraisal  work  that  is  cone  irned  wj.th  a  specific 
operation  of  a  particular  branch.    For  example,  there  will  be  appraisal  of  a 
particular  marketing  agreement.    There  will  be  another  type  of  appraisal  ^;/ork 
involving  the  appraisal  of  programs  that  cover  a  large  segment  of  the  entire  AlvIA. 
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I  have  had  three  years  experience  as  head  of  the  Dairj  Division  and  I  am  well 
aware  of  the  need  for  using  all  of  the  tools  at  our  disposal.    Previously,  those 
tools  were  not  at  the  disposal  of  a  particular  element  in  our  organizational 
structure..    For  example,  Market  News  Service  was  handled  throuf^h  one  Adminis- 
tration; Marketing  Agreements  in  another  unit;  gradin-^  and  weighing  and  inspect- 
ion might  be  handled  som.ewhere  els^.;.    Various  regulatory  actions  were  not 
handled  in  one  organization — today they  arc.    That  appears  to  be  a  great  step 
forward  in  the  deve3,opmeht  of  programs  pointed  toward  improving  or  influencing 
the  market  structure, 

I  don't  want  to  take  too  much  time — I  do  lA^ant  to  make  a  few  remarks  about  what 
our  attitude  is  ,'zoing  to  be.     In  the  first  place,  we  are  going  to  have  a  small 
staff — probably  not  more  than  2^  people,    lie  may  get  somewhat  more  than  that. 
I  think  the  term  Program  Appraisal  is  liable  to  miake  some  people  wonder  TThat  it 
was  established  for.     Is  it  an  outfit  that  is  going  to  look  things  ov^^r  always 
with  the  attitude  of  trying  to  find  something  they  can  grouch  about?    So  far  as 
we  are  concerned,  vire  are  not  going  to  run  that  type  of  show — it  is  not  going  to 
be  an  "Oh,  My  God"  outfit.    Criticism  that  is  entirely  d3structivc  is  not  worth 
the  bother  and  x^e  are  not  going  to  do  that.    Our  staff  is  bedng  selected  on  the 
basis  of  getting  people  who  have  that  type  of  cooperative  attitude.    ¥o  feel 
our  ,";^,cb  is  to  help  and  improve  AMA,    Y/e  don't  'want  the  men  in  the  field  to  think 
we  are  pecking  on  their  oijti  preserves.    As  it  so  happens  I  was  in  Dairy  for  thre 
years,  and  it  was  a  vjry  com.plicated  organization — it  was  ever^^'body ' s  biisiness, 
v^:^;^,-  01  the  best  ideas  I  got  in  running  the  Dairy  Division  came  from  fellov/s 
who  were  not  milk  experts  and  who  raised  cai.n  because  th^'  program  v.^as  set  up  in 
such  a  complex  manner.     In  so  far  as  we  are  concern.ed,  we  exp.ict  to  cooperate 
with  regional  offices  and  branches— we  will  vdo  service  analyses  for  the  regions 
if  they  desire,  and  v/e  believe  that,  v;hile  wo  haven't  got  a  great  deal  to  talk 
about  novf,  once  you  have  ?/orked  vfith  us  a  few  tj.mes  you  Ydll  bo  glad. 
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DAIRY  AND  POULTRY  3RAFCH 


T.  G-.  Stitts,  Chief 


The  Dairy  pncl  Poultry  Brrjich,  rs  the  nrmc-  implies ,,  cperrtes  in 
"both  the  driry  rnd' poultry  fielr.s  fT.d  inclures  grrding  rnd  in- 
spection work,  prepr^r^.tion  of  rnrrket  ncwB  rc7jorts;  cst-r.blish- 
mont  rnc-  rnc.intenrnee  of  marketing  agreements  pnc^  or^^'ers;  pur- 
chases of  prcoucts  for  lend-lerse,  relief  rnr  school  l\inch  pro- 
grams rnd  to  some  extent  for  our  own  militrry  uses.. 

Time  v/ill  not  nllovr  detailed  discussion  of  ?11  of  these  -v^-^rious 
operp.tions  and  I  will  pr,^ss  over  S'^'rae  of  them  in  en  extreoiely 
cursory  fashion  rnd  devote  more  ti-no  to  thrt  v/^rk  which  probably 
is  of  particular  interest  to  you. 

You  are  probably  a.ll  far.iliar  with  the  series  of  market  news  re- 
ports which  are  published  regularly.    Me  operate  a  series  of. of- 
fices from  which  inspection,  grading,  a^nd  market  news  work  is 
carrier!  on.     In  this  connection  we  em-oloy  a  l.-rge  number  '^f 
license'^  graders  to  do  the  actual  inspection  work.    Prior  to 
our  lend-lease  operations,  the  inspection  work  for  certain  of 
the  products  in  which  we  operate  was  extremely  limited,    '''.■ith  . 
advent  of  lend-lease  purchases  onr"  the  necessity  for  buying 
in  accordence  v/ith  definitely  prescribed  specf ications ,  this 
work  has  increase^^  tremendously*    In  the  dried  egg  "orogram,  for 
example,  lorior  to  the  present  emergency  the  industry  v-rrs  pro- 
ducing at  about  the  rate  of  10  million  Dounc's  per  y.-ar,  and  there 
was  relatively  little  ins-oection  of  this  product  on  our  part. 
Present  production  v/ill  amount  ot  about  300  million  -pounds  per 
:/ea.r,  of  which  about  200  million  pounds  is  the  estimated  require- 
ment for  lend-lea.se  and  28  million  pounds  for  our  own  m.ilitory. 
services,  all  to  be  purchased  in  accorrlence  with  detailed  spec- 
ifications.   To  meet  this  need  it  has  been  necessary  to  build,  up 
staffs  of  people,  get  experience,   set  up  "la joratories,.  and  assist 
manufacturers  in  m.'  king  a  proruct  v/hich  v/ill  meet  our  specifications 

I  do  not  pro;.ose  to  comment  extensively  on  the  poultry  program,  but 
rather  to  request  that  Mr.  Kinghorne  add  such  further  comments  as 
he  may  crre  to  make. 
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I  mentioned  earlier  thrt  one  of  our  Jobs  v/as  the  t  estcblishing  end 
maintpining  mrrketing  agreements  and  orders.     Some  of  these  have  been 
in  effect  for  a;  number  of  years  now  and  majiy  of  you  are  undoubtedly 
quite  familiar  with  them.    We  now  have  in  effect  some  30  marketing 
agreements  and  orders,  29  of  v/hich  regulate  fluid  milk  markets  and 
one  of  v/hich  covers  the  evaporated  milk  irdustry.     There  are  20 
fluid  milk  markets  which  are  affected  by  1  edera.l  milk  orders.  As 
you  know,  these  orders  provide  prices  whi  >h  haiidlors  shall  pay  for 
milk  used  in  specified  classes.    The  rdm "nistrr t ion  of  orders  is 
carried  out  by  a  market  administrator  unt  or  whose  direction  the 
records  of  the  handlers  are  audited  regularly  to  determine  that  they 
are  complying  with  the  Provisions  of  the  orders.     Each  of  these 
markets  is,   in  general,   self-sufficient,   since  it  is  financed  by 
deductions  from  handlers  in  accordince  with  the  volume  of  milk 
handled  by  them.    Although  these  orders  cover  only    a  relatively 
small  proportion  of  the  tot-^1  number  of  fluid  milk  markets  in  this 
country,   they  do  represer-t  3om(5thing  in  excess  of  135 » 000  farmers. 

I  expect  that  all  of  you  probably  are  more  interested  in  the  present 
lend-lease  purchase  program  than  in  a.ny  other  phase  of  our  operations, 
since  it  is  the  newest  of  our  resiDonsibilities  a.nd  the  one  which  is 
most  in  the  lime-light  at  present.     As  I  indica:ted  errlier,  hov/ever, 
I  am  going  to  limit  my  remarks  to  dairy  product  purchases  and  will  ask 
Mr.  Kinghorne  to  make  some  comments  on  the  poultry  purchase  program. 
In  r.ccordance  with  our  policy  of  attempting  to  supply  all  of  the 
dairy  products  requirements  of  our  'llies,  we  have  been  called  upon 
to  supply  a  number  of  dairy  products,  including  evaporated  milk, 
cheese,  dry  skim  milk,  dry  whole  milk,  butter,  and  lim.it ed  quantities 
of  weetened  condensed  milk.    The  volume  of  the  various  products 
which  we  have  been  called  upon  to  make  available  has  varied  from  time 
to  time  as  conditions  have  changed  and  as  the  theaters  of  war  have 
been  expended.    Up  until  several  months  ago  we  were  thinking  in  terms 
of  22  million  cases  of  evaporated  milk,  25O  .lillion  pounds  of  cheese, 
and  200  million  pounds  of  dry  skim  milk.     Some  of  you  are  undoubtedly 
familiar  with  the  shifts  vrhich  have  taken  place  in  those  requirements. 

For  example,   the  need  for  evaporated  milk  v;hich  originally  was  con- 
sidered the  most  urgent,  h.'  s  nov/  been  mo^  ed  to  a  second- ry  place  and 
a  more  recent  estimate  of  rt:quirement s  or ly  calls  for  7  million  cases, 
although  it  now  begins  to  be  apparent  that  sonev/hat  more  'than  this 
quantity  will  be  required.    This  change  in  req^uirem.ents  probably  does 
not  represent  any  decre-  sirig  ne-cd  for  the  proeluct  but  rather  the  fact 
that  the  shipping  situation  has  beco.ne  extremely  serious  and  evapo- 
rated milk,  which  re  educes  the  volume  of  >/hole  milk"  by  50  percent,  is 
still  bulky  compared  with  some  other  dairy  products.    However,  as  a 
result  of  the  original  requirements  '"^e  geared  our  prices  in  such  a 
manner  as  to  encourage  increased  production  both  by  regular  evaporated 
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milk  -orcdiicerc  and  by  divartiiig  riiilk  from  '^tiicr  uses,    "^•'cry  heevy 
diversion  wris  mcce  rnr  ye  eccumulrtc-r^  j   Ir.rge  ourntity  of  evr.porptod 
nilk  whicn  since  Viprch  l^kl  hrs  to  tried  rbout  ^3  ;^illic\a  cast-s. 
Mcrnwhilc,  rs  s-^on  rs  it  wrs  knov;n  tli^t  rcquirencnt^--  hrs  chr.ngcrd , 
Gvrporrted  prices  vere  lowerec'  in  rn  effort  to  oncourrge  diversion  . 
to  other  prorLictr>  v/hich  hod  becone  rclrtivcly  more  in-Dc rtr-nt •  Prices 
hove  be  n  deer er sod  fr-in  the  perk  •■••f  $3 '55  P*^'^  cose  to  the  present 
price  of  $3.10  per  c.^se.     The  voliirae  of  purchoses  hrs  c'ripped  from 
pppr-xi:nr tel^/  one  million  cpsos  per  v.-e.k  to  oboiit  Ic^iOOO  coses  per 
v^e  k  pt  the  present,    '^i  still  hove  Irrge  invent.-^-ries  of  cvrporrtcd 
milk  v/hich  rniount  to  s^mev^here  in  the  neighborhood  ':^f  20  million 
coses.     Some  of  this  andoubt oclly  will  be  moved  into  militrry  uses. 
Other  quontities  v/ill  jc  used  for  relief  distribution  rnd  school  1  " 
lunches.     I  hove  g^ne  into  s-^me  do  toil  concerning  evopor-^te^  milk 
becouse  the  pr-^blems  connect ed  v;ith  it  hove  been  gencr.rlly  mis- 
understood rnd  further  becouse  scmo.of  the  v/'ork  from  here  on  in  con- 
nection v.'ith  ev.^por-tcd  -^ilk  nov  owned  by  the  G-overnment  m,oy  foil  to 
yu. 

There  hrs  be^n  some  inciiiry  Dy  mon"ji'-'-cturers  rs  to  tno  possibility  of 
repurchrsing  some  of  tn^    milk  owned  by  the  Government  which  still 
crrries  their  Irbels.     If  th-^t  v^re  done  it  w^uld  pr'i^bobly  mc?^n  con- 
sideroble  scurrying  ^roun-'  t-  fin-"'  v/herc  it  is  stored  rnd  ^^robobly  it 
would  be  found  in  o  mulitude  :^.f  oloces.     It  isn't  c.  rtrin  v/iiether 
txiis  v/ill  je  done,  but  if  it  should  be  yu  prrplc  mignt  well  hove  r. 
hrnd.  in  the  operr.tion  of  the  derl.     If  thot  should  pr-^^e  to  be  the 
cose  it  probably  is  '  ell  to  emphrsize  thrt  v/e  hove  rn  extremely 
vrla.rble  lot  of  products  st^r^d  c  ndi  while  it  probool^'  will  keep  for  r 
considxro.ble  length  of  time  if  properly  t;'^ken  cere  rf ,   it  needs  cl~se 
e.ttention.     It  doesn't  need,  to  be  kept  in  cold  stor:  ge  but  does  need 
to  be  kept  in  o  good  werehouse  end  needs  to  be  turned  every  30  doys 
or  ^5  doys.     I  con*  t  emphrsize  too  str'-^ngly  thot  if  you  should  hove 
tht   responsibilit;y  for  suDv.rvising  some  of  this  evroooroted.  milk  thrt 
y:u  w''Uld  sovo  the  Gove-rnment  th'uso'nds  of  t'oII- rs  by  seeing  thot  it 
is  -or^perly  t.'ken  c  re  of  rnd  -orperly  stored.     Further,   it  is  ^^bso- 
lutely  essentirl  thot  every  of"  -^rt  be  m.c'de  to  se*-    thrt  the  oldest  . 
milk  hold  by  the  Government  i'^  moved  out  first.     I  ho-oe  thrt  if  this 
does  come  to  be  y^ur  responsibility  th.- 1  you  miay  b  :•  furnished  ■'•ith 
lists  of  inventory  shov/ing  the  ages  of  the  pr^'-'uct  ond  thot  y':u  will 
see  thrt  whrt  v/e  purchose^-''  lost  re-oloces     Id^r  evrp" rrted.  milk. 

With  respect  to  cheese,  y^;u  '''ill  recr-ll  t>--t  I  srid  our  -^rigin-^^l  r^:- 
quirements  v/ere  estimotcd  rt  ob'-^ut  2^0  milli'^n  pouzi^'-s.     In  c^ntrrst 
to  the  evrr)orrted  milk,  ch-^i'ese  reouireoient s  hove  incrc:  0  d  o.s  tim.e  . 
h^s  gone  on  so  thrt  our  present  rnnurl  roquiremer ts  o:oy  rmount  to 
350  milli-:^n  poun-'.s.     S-mewhrt  e-m-lier        vere  buying  trcoiendous  qurn- 
titics  of  cheese  partly  rs  r  result  of  cur  orice  p':licy  rnd  portly  rs 
a  result  of  the  'ortriotic  response  '-f  -)rod,-u.cers  to  our  call  for  in- 
creased q^uontities  r^f  chovjse.     Prices  have  been  adjusted  from  time 
to  time  to  Vco.p  them,  in  line  with  those  of  other  products  and  to  en- 
curoge  or  discourage  increased  -oroduction  of  the  -ornduct.    F- r  ex- 
ample, earlier  this  spring  we  were  paying  rs  high  rs  2)-l/U  cents  per 
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■  pound  for  U.  S.  No,  1  ciiooso.     During,:  the  rarly  summer  months  when  it 
looked  as  though  a  too  heavy  diversion ,  v/as  being  made  and  when  prices 
normally  decreased  anyway,  prices  were  lov/ered  to  20-1/4  cents.  I.fore 
recently  they  have  bien  increased  to  21  cents.     As  of  Air^^ust  1  our  in- 
ventory 'on  cheese  amounted  to  about  166  million  pounds.    i^/Iany  people 
in  this  trade  are  inclined  to  think  that  we  are  overloaded  with  cheese, 
but  for  my  part  I  sm  more  afraid  that  we  may  be  short  of  cheese  next 
year.  '  Purchases  of  cheese  have  dropped  recently  from  around  5  million 
pounds  a  week  to  about  one  million. 

The*  other  major  product  we  are  purchasing  is  skim  milk  powder.     This  ^  , 

has  presented  its  omi  series  of  problems  altogether  apart  from  those 
developed  as  a  result  of  the  pricing  policy  followed  to  secure  our 
requirements  of  the  various  products  as  indicated  by  our  allies.     At  \  <^ 

the  outset  of  the  program  the  requirements  for  dry  skim  wore  in  rather 
general  terms  and  did  not'  specify  anything  with  respect  to  types  of 
powder.    After  developing  some  experience  in  the  m.atter,  hoxv^ever,  the  # 
British  have  indicated  a  strong  preference  for  spray  powder.  Our 
purchases,  meanv/hile,  have  'been  heavily  loaded  v;ith  roller  proce.ss 
powder.    As  a  result,  -while  v/e  have  commitments  ajnounting  to  about  j 
15  million  pounds  of  spray  powder  a  month,  our  purchases  are  running 
to  about  10  million.     On  roller  pov/der  viq  sire  having  difficulty  in 
getting  the  British  to  accept  5  million  pounds  a  m^onth  and  we  are 
purchasing  15  or  20  million  a  month.     In  an  effort  to  provide  addit- 
ional quantities  of  spray  process  powder  wg  have  recommended  priorities 
for  a  considerable'  number  of  plants  and  in  addition  have  set  up  pro- 
jects to  finance  some  dry  skim  plants  with  lend-lease  funds.    We  hope  | 
that  within  the  'course  of  the  next  5  months  adequate  facilities  x'-all 
be  available  to  process  sufficient  spray  process  dry  skim  to  meet  all 
of  our  requirements. 

There  are  two  or  three  other  comm^jnts  I  would  like  to  make  on  -the  general 

character  of  the  dairy  situation  as  I  see  it.    As  a  result  of  our.  pricing 

policy  vjhich  I  fear  hr^.s  been  somewhat  ruthJ.css  in  certain  respects,  the 

m.Djiuf acturers  of  certain  types  of  dairy  products  have  been  badly  hurt  at 

times.    For  example,  we'  started  out  with  a  high  price  on  evaporated  m.ilk 

and  cheese  but  did  not  need  butter.     As  a  result,  many  butter  factories 

were  badly  hurt  and  a  considerable  number  undoubtedly  vrere  forced  out 

of  business.    More  recently'  cheese  prices  have  been  low  compared  v/ith  ^ 

the  value  of  milk  used  for  butter  and  dry  skim  pov/der,  particularly 

spray.     As  a  result,  some  cheese  factories  have' been  forced  to  close 

down.    Manufacturers' of  casein  have  been  particularly  hard' hit  because 

of  the  fact  that  one  of  their  primary  uses,  miainly  for  paper  coating,  ,  ^ 

has  been  seriously  curtailed,    With  no  Government  buying  of  this  pro-. 

duct,  stocks  have  increased  tremendously  and  many  manufacturers  are 

heavily  overloaded  with  casein. 

Looking  ahead  somev;hat  I  see  serious  problems  during  the  coming  year, 
v7e  started  out  with  a  goal  of  an  8  percent  increase  in  milk  production. 
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The  records,  however,  indicate  that  our  production  is  r.cw  running 
about  5  percent  over  that  prior  to  the  einergenc^r.    Even  in  spite 
of  2  successive  years  of  e^or'enelj  favorable  conditions  of  dairy 
production,  it  begins  to  appear  that  v/e  shall  have  some  spots  where 
milk  production  v/ill  be  too  low  to  meet  even  fluid  needs.     In  St. 
Louis,  for  example,  they  will  not  begin  to  be  able  to  take  care  of 
their  reouirements  and  vfil3.  have  to  go  outside  the  i-ey-ular  supplies 
for  milk.    Cincinnati  and  Louisville  probably  will  be  quite  short 
for  a  period  during  this  fall,  although  their  situation  depends  to 
some  extent  on  the  quantities  of  milk  utilized  by  the  Army. 

"..'ashington  is  short.    Baltim.ore  is  short.    Norfolk,  Riciimond,  .and  the 
whole  Southeast  area  is  very  short,     I  fe  ".l  that  it  will  be  exiremely 
difficult  during  this  coming  year  to  keep  up  the  production  needed  to 
take  care  of  civilia.n  and  Lend-Lease  requirements.    For  one  thing, 
labor  is  becoming  increasingly  sca.rse.     In  addition,  even  tnough  pro- 
duction is  high,  consuinpticn  likewise  is  high,    L'any  consumers  not 
formerly  in  a  position  to  pui"chase  substantial  quantities  of  mdlk 
probably  are  now  doing  so.     In  addition,  the  Arr:.y  is  follovving  the 
policy  of  furnishing  every  soldier  on  the  continent  a  half  pint  of 
milk  a  day.    I  don't  know  ho^v  r^apy  were  di-inking  a  half  pint  a  day 
before  they  went  into  the  Atfmy,  ^but  it  is  quite  likely  that  a  size- 
able percentage  of  them  were  not.    One  point  which  is  going  to  Liake 
the  fluid  mdlk  problem  even  greater  is  thc.*£act  that  about:,  three- 
fourths  of  the  soldiers  are  going  to  be  trained  in  th^  South  \^here 
milk  production  is  expensive  and  difficult  to  increase  and  where  ser- 
ious problem.s  are  involved  in  holding  substantial  quantities  of  miilk. 
We  have  recom' ended  to  tiie  Army  that  effort  be  made  to  use  whole  milk 
powder.     If  this  suggestion  is  followed  there  will  have  to  be  a  large 
increase  in  powder  milk  production.     It  likewise  will  involve  serious 
technical  problems  since  whole  milk  powder  is  apparently/"  one  of  the 
most  difficult  of  dairy  products  to  m.anufacture  in  such  a  m:anner  that 
its  keeping  quality  can  be  guaranteed  for  any  extended  pei-iod. 
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MH.  KING-HOHl^TE:    Mr.  Chairman,  Dr.  Stitts,  and  G-cntlGncn:     Our  dried  egg 
purchase  progrpn  that  has  iDoen  nentioncd  is  "by  far  the  nost  significant 
part  of  our  a.ctivity  that  concerns  the  poultry  industry.     It  has  been 
estimated  that  this  yea,r  we  will  consume  or  use  in  the  processing  of 
,egr:s  approximately  17  percent  of  our  total  production.     It  nay  "be  well 
to  just  "brief  12,^  state  some  of  the  more  important  factors  in  our  work. 
Mention  was  m.cac'e,  I  thinic,  with  respect  to  vef:etablcs,  as  to  the  loca- 
tion of  these  ver;Gtahle  drying  plants  in  relation  to  production.  We 
quite  naturpolly  developed  the  dried  egg  industry  in  an  area  where  it 
had  some  growth  prior  to  the  initial  lend-lease  activities.    This  vras 
in  the  Southwestern  States,  Texas,  OklaJioma,  and  Missouri,  principally. 
In  the  three  AMA  regions,  designated  as  the  Southwest,  the  Midwest,  and 
the  G-reat  Lakes  regions,  we  have  about  59  percent  of  our.  total  produc- 
1  tion  of  eggs  based  on  1941  production.     In  those  same  three  regions  we 
have  86  percent  of  our  total  dried  egg  capa-city.     In  that  area  from 
Louisiana  and  Texas  north  to  the  EaJcotas  and  Wisconsin,  we  have  general 
fa.rm  production  of  eggs  known  p.s  "current  receipts"  or  "yard  run  eggs", 
which  primarily  a.re  suited  for  siich  processing  due  to  the  fact  that  they 
are  produced  mostly  on  general  farms  when  the  fowls  have  more  range  than 
commercial  flocks  on  the  Pacific  Coast  or  in  the  Northeast.    The  yolks 
from  such  flocks  have  a  deeper  color,  so  in  processing  these  eggs  when 
the  yolk  and  the  albumen  are  mixed  together  naturally  the  color  is  light- 
er when  mixed  v/ith  the  albumen  than  it  v/as  to  start  with.     The  dried  egg 
therefore  has  a  deeper  color  from  such  eggs  than  those  from  commercial 
flocks  where  the  fowls  arc  confined.   'This  is  a  purely  physical  thing, 
and  ha.s  nothing  to  do  v/ith  the  nutritive  value  whatever.     In  those  three 
regions,  we  have  in  the  North  Central,  32  drying  plants;  in  the  South- 
west, 22;  in  the  G-reat  Lal?:es  region^  27  drying  plants.    You  may  be 
interested  in  the  extent  of  concentration  of  this  product*    Five  ounces 
of  dried  eggs  is  equivalent  to  one  dozen  shelled  er;rs»    The  dried  egg 
contains  only  about  five  percent  moisture,   so  you  see  the  degree  of  con- 
centration is  very  groat.    V/hen  properly  produced  from  eggs  that  are 
good  average  quality,  that  powder  v/ill  keep  at  least  a  year,  in  average 
room  temperature,  that  is  70  degrees.    The  advantage,  of  course,  of 
dried  eggs  for  lend-lease  is  due  to  the  fact  that  you  have  a  highly  con- 
centrated product  that  takes  up  relatively  little  space  compared  v/ith 
the  original  product.    We  ha.vc  had  to  develop  during  this  past  year,  as 
Dr.  Stitts  referred  to,  a  system  of  inspection  which  has  been  very  diffi- 
cult because  you  have  a  lot  of  nev/  people  coming  into  it  v/ho  are  prima- 
rily acqviainted  with  egr:s  in  frozen  or  shell  egg  form,  but  not  v/ith  the 
technical  process  of  drying  eggs.    We  have,  I  feel,  done  a  fairly  good 
job.    We  ha„ve  had  to  develop  rigid  inspections  in  order  to  insure  the 
keeping  quality,  we  had  to  be  rigid  in  ou.r  acceptances.     The  program, 
I  think  most  of  you  are  familiar  v/ith.     The  eggs  arc  purchased  on  an 
offer  and  acceptance  basis,  the  offers  are  made  to  our  purchase  branch 
and  are  accepted  subject  to  inspection  and  then  later  paid  for  when 
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shipping  orders  arc  released.    Our  shell  c,jg  mid  frozen  egg  lend-lease 
operations  of  course  were  discontinued  early  this  year,  due  to  the  fact 
that  WG  could  not  get  sufficient  refrigerated  sliipping  space.  ^Therefore, 
VG  had  to  develop  a  new  t^'p-e  of  dried  egg  distrioution  on  a  plan  where 
a  largo  portion  of  consmors  v/ere  using  dried  instead  of  shell  eggs. 
That  v/as  done  v/ith  a  fiyo-ounce  package.    This  showing  package  is  the 
actual  package  that  is  used,     iphesc  are  "being  put  up  to  the  extent  of 
about  20  million  a  month,  and  shipped  to  Britain.    Each  contcains  five 
ounces,  vrhich  is  the  equivalent  of  12  shell  eggs.    That  is  the  ration 
for  one  person  for  two  months.     In  addition  to  this  dried  egg,  however, 
they  have  a  general '  shell  egg  distribution  scheduLo.    In  the  i^/intertime 
it  allovrs  one  shell  egg  a  month,  in  the  si'mnertime  about  three  a  month, 
in  addition  to  the  tv/o-and-a— half  ounces  of  dried  egg. 

qUSSTIOil:    .l^at  are  the  possibilities  of  using  it  v/ith  other  foods? 

i-'IH.  SING-HOEITS:     It  is  very  practical.    You  might,  be  interested  in  the 
instructions  on  the  package  which  tell  yoM  how  to  u.se  it.    ^One  level 
tablespoon  dried  egg  mixture  to  tvjo  tablespoons  of  wn,ter  makes  one  egg. 
Put  into  cle^ji  bowl,  mix  until  smooth,  work  out  lumps,  whip  slightly 
vrith  fork.     Suitable  for  m.^izing  scrambled  eggs,  omelets,  or  for  use  in  ■ 
cooking  in  ajiy  recipe  is  which  normall2"  require  fresh  eggs*    This  vrill 
keep  only  as  long  as  a  fresh  beaten  egg."    On  the  side  it  says:  "Must 
be  kept  in  a  cool,  dry  place,-  away  from  anything  having  a  strong  odor.^ 
On  the  front  it  states:     "Contents,  five  ounces  net  vroi ght,  equal  to  12 
Ggss."    Also,  on  the  back  it  says  that  the  price  is  one  shilling,  nine 
pence,  v/hich  is  about  42  cents  on  the  normal  rate  of  exchange  basis* 

I  also  v/ant  to  say  we  bought  this  year  and  will.  b\;y  around  eight  or 
nine  million  pounds  of  boned  canned  chicken.     That  is  used  primarily 
in  hospitals  otA  convDiescing  homes  in  Britain.    T/e  cxp.ect  the.t  pro- 
gram may  be  revived  this  year.    So  far  as  production  possibilities 
are  concerned  in  lend-lease  and  as  reletting  to  the  poultry  industry, 
the  goal  at  the  beginning  of  this  3/ear  was  a.bout  13  -percent  increased 
production.    As  of  August  1,  vjc  are  running  about  16.  percent:  increased 
production,  so  we  are  not  greatly  vjorried  about  that.    TiThile  poultry 
is  a  lot  easier  to  exp£?jid  than  r-any  other  products.  v;e  feel  that  there 
v/ill  be  a  lim.it  in  ezrpmsion  due  to  labor,  transportation,  eqiiipment, 
and  especially  higher  feed  prices. 

If  there  are  any  questions  anyone  has  to  ask,  I  vrill  be  only -too  glad 
to  ans^Tcr  then  if  I  can. 

Q,USSTIOH:    One  question  about  when  you  open  that  packar-e.    Kow  long- 
will  it  keep  after  it  is  exposed  to  airT 

I^IR.  KINGHOEIIS:    Of  course,  the  liner  should  not  be  torn,   it  should  be  • 
opened  and  closed  pItcT  it  is  used.    It  should  not  be  placed  in  the 
refrigerator  if  the  liner  is  torn,  especially  in  EngloJid  vrhere  the  air 
is  so  damp.    It  is  like  a  ^.Ty  sponge,  it  will  absorb  m.oisture  very  quick. 
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QUESTIONj    .Their' ration  is  oi^e  ot  those  and  one  fresh  egg?  ■- 

Mr,  Kinghorne;     One  of  these  packages  represents  two  months supply , 
plus  the  shell  eggs  they  can  get.    In  the  winter  that  is  about  one,  in 
the  summer  about  three  a  month.    You  renember  when  Ivlr,  Appleby  and 
l/Er.  Evans  returned  from  England,  I  think  llr,  Appleby  said  he  had  had 
two  eggs  and  Ivtr.  Evans  had  had  three, 

DR*  GOLD:    That  was  in  six  weeks.    Tvjice  it  was  drifed  eggs  and  once  it 
was  plover's  eggs, 

QUESTION:     How  does  that  compare  with  the  pre-v/ar  consumption? 

MR.  KINGHORNE:     Of  course,  the  per  capita  consumption  of  eggs  in  England 
has  been  under  our  per  cr.pita  consumption.     That  is,  the  pre-war  supply 
was  under,  but  the  English  people  imported  about  half  their  eggs  prior 
to  the  war. .  They  produced  about  half  of  their  consumption  and  the 
other  half  came  from  Norv/ay,  Denmark,  Holland,  France,  Germany,  quite 
a  few  from  Canada,    But  their  pre-war  consumption  was  slightly  under 
ours/ 

DR.  STITTS:     It  is  an  interesting  problem  to  fool  with.    Now,  they  want 
powdered  milk,  skimmed  milk  spray,  put  up  in  consumer's  packages.  It 
is  significant  thrit  spray  pov/der  is  soluble,    T/e  are  trying  to  get  a 
package  VvThich  is  not  too  expensive,    A  pound  'of  dried  eggs  costs  us 
a.  little  over  a  dollar,  a  pound  of  skimmed  milk  pov/der  costs  14  cents, 
A  nickel  for  packaging  on  a  dollar  isn't  so  bad,  but  five  cents  on  14 
cents  is  hard  to  handle. 

QUESTION:    What  is  your  production  on  powdered  eggs? 

MR,  KINGHORl^E:    This  year  we  bought  from  Janunry  1  up  to  August  1, 
around.'ieo  Trillion  pounds  of  whole  dried  eggsV     That  is  ec^jivalent  to 
about .  18  million;  CTsos  of  eggs,  or  abou    530" -mi  11  .ion  dczen, 

MR,  GAPPELB/IM:  Incidentally,  in  our  region,  piiroiiases  o£  eggs-  that 
have'  gone,  in  the  dried,  form  have  isifciilly/  kept  the  price  up  in  Texas 
Oklahori.a,  Ar-kor.sp':  ^  etc, 

DR.  GOl^i     It  should^  ^  . 

im,  GAPPELLm:    It  has  really  helped  those -poopie'-in-  the  South  and 
Southwest, 

MR,  KINC-JiORNE:     That  applies  to  the  whole  country.    As  a  matter  of  fact, 
our  drylafj  plants  are  in  23  States,  and  while  we  don't  have  many  plants, 
every  region  in  the  United  States  c'oes  have  at  least  one  and  some  have 
more. 
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m,  PAL1«:    Where  is  the  one  in  the  Southern  Rec-ion? 


KINGPIORiIE:    Lexington,  North  Carolina. 

DR.  G-OLD:    If  we  look  at  this  in  terms  of  the  entire  industry,  v/e  buy 
probably  more  of  the  egg  crop  than  of  any  other  crop.    If  we  call 
livestock  a  crop  and  call  fruits  and  vegetables  a  crop,  this  is  our 
biggest  single  activity  in  term-s  of  a  crop. 
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I  don't  know  how  much  "background  you  men  have  had.    At  the  risk  of  repeat' 
ing,  I  will  quickly  review  the  organization  of  the  Pruit  and  Vegetable  Branch.  The 
work  is  divided  into  five  divisions  x^hich  we  call  (a)  Presh  Pruit  and  Vegetable 
Division,   (b)  Processed  Fi*uit  and  Vegetable  Division,   (c)  Market  Programs  Division, 
(d)  Regulatory  Division,  and  (e)  Market  ITews  Division.    The  v;ork  of  the  Presh  Fruit 
and  Vegetable  -Division  under  Mr.  E.  E.  Conklin  deals  with  inspection  and  the 
development  and  maintenance  of  standards  for  grades  of  fresh  fruits  and  vegetables. 
The  Processed  Eruit  and  Vegetable  Division  deals  v/ith  inspection  of  dried,  frozen, 
dehydrated,  and  canned  fruits  and  vegetables,  and  the  maintenance  and  development 
of  standards  of  quality  for  this  group  of  commodities.    Mr.  Paul  M.  Williams  is  in 
charge  of  this  Division.     The  Market  News  Division  issues  carlot  reports,  shippers' 
reports,  and  daily  marketing  reports;  and  that  Division  is  headed  up  by  Mr.  B.  C. 
Boree.     The  "Hegulatory  Division  includes  all  of  our  regulatory  v/ork  which  is 
authorized  by  the  Perishable  Agricultural  Comm.oo,ity  Act,  the  Producers'  Agency  Act, 
,    ■  vhe  Standard  Containers  Act,  and  the  Apple  and  Pear  Export  Act.    This  work  is 
directed  by  Mr.  H.  A.  Spilman.    Market  Programs  Division  is  the  one  in  which  all 
marketing  agreements,  lend-lease  purchases,  diversion  work,  and  all  of  our  action 
c   programs  fall.     It  also  includes  our  general  research  section,  v^ich  handles  this 
type  of  v/ork  for  the  entire  Branch. 

,    Our  financial  statement  might  be  of  some  interest  to  you.    Eor  the  fiscal  year 

ending  June  19^2,  the  amount  of  our  total  obligations,  for  salaries  and  supplies  and 
all  costs  of  maintaining  the  different  Divisions,  ai'^oiin ted  to  about  $1,800,000.  Our 
tv/o  commodity  ttx visions  together  had  obligations  of  near'iy  one  million  dollars; 
$3^0,000  for  Market  News;  $158,000  for  Regulatory  work;  and  about  $351,000  for  the 
Market  Programs  Divinion.     This  year  there  will  be  some  increase  in  some  of  our 

'    allotments  -  perhaps  somewhere  around  one-half  million  dollars  more  v/hich  will  cover 
transfer  of  funds  to  us  for  inspections  from  Army  and  2\'avy  and  for  lend-Lease 
shipments.     Market  News  allocations  will  remain  the  same.     But  our  Regulatory  work 
will  run  about  -  $20, 000  more  a-s  a  result  of  an  increase  in  appropriation  made  by  the 
last  Congress  for  the  establishment  of  additional  field  work  in  our  regulatory 
activities. 

Our  field  staff  is  as  follows:     172  in  the  Eresh  Eruit  and  Vegetable  Division;  336, 
according  to  our  last  count,  in  the  Processed  Eruit  and  Vegetable  Division,  includ- 
ing about  37  girls  which  we  are  now  training  as  inspectors  to  take  the  place  of  the 
young  fellov/s  who  will  be  shouldering  guns  one  of  these  days;  our  Market  News  staff 
represents  107  people;  our  Regulatory  Division,  I3  people;  Market  Programs,  2^. 
This  makes  a  total  of  652  in  the  field.     The  Washington  staff  represents  about  IS 5 
,     people.     The  Branch  thus  has  a  grand  total  of  about  S^O  full-time  Eederal  employees. 
To  complete  the  regional  picture  -  and  I  think  you  have  that  already  worked  out  - 
v;e  have:     189  employees  in  Region  I,  U5  in  Region  II,  U3  in  Region  ill,   23  in 
Region  IV,  189  in  Region  V,  189  i^-  ^iegion  VI,  02!  l^h  in  Region  VII. 

I  want  to  come  back  now  to  the  two  inspection  divisions  for  a  minute  or  two.  The 
Eresh  Eruit  and  Vegetable  inspection  v/ork  was  a  War  Baby  in  World  War  No.  1.  It 
grew  out  of  the  operations  of  the  Eood  Administration  of  that  War  for  standards  - 
the  first  potato  standards  were  written  in  1917         administered  by  the  Eood  Admin- 
istration.   An  inspection  service  x/as  needed  to  administer  those  standards.  This 
was  carried  over  into  peace  time.     Inspections  for  commercial  purposes  have  grown 
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steadily  ever  since  that  time  until  we  are  now  inspecting  one-half  million  carloads 
of  fresh  fruits  and.  vegetables  a ;yeaf,^,^plus  large  quantities  of  canned  and  processed 
fruits  and  vegetables.     With  smill -appropriations,  v/e  did  not  have  the  funds  to 
conduct  the  work  at  all  points  in  the  United  States,  so  it  was  necessary  to  resort 
to'  cooperative  agreements  with  St  ite  agencies.    We  have  about  fifty  States  supply- 
ing personnel  for  fresh  fruits  and  vegetable  inspectors  which  we  train,  license, 
and  supervise.     The  total  of  this  personnel  is  around  1,S00  men,  operating  in 
various  States  of  the  country  under  those  cooperative  agreements  and  under  our 
supervision.    Work  on  standards  for  fresh  fruits  and  vegetables  has  been  moving 
along  pretty  well  during  the  past  year.    We  have  standards  for  practically  all  the 
important  commodities  now.    New  standards  include  those  for  topped  beets,  toiDped 
carrots,  internal  quality  for  oranges;  and  work  v;as  started  recently  in  cooperation 
xijith  the  Bureau  of  Plant  Industry  for  standards  of  the  internal  quality  of  grape"^  ^ 
fruit.     Our  aim  is  to  adapt  our  commercial  standards  to  practical  marketing  needs 
not  only  of  the  particular  industry  but  also  to  the  general  economic  conditions 
of  the  industry.    S'or  example,  increasing  shipments  of  oranges  are  being  made  from 
Florida,     In  terms  of  the  new  quality  grade,  the  quality  and  content  of  juice 
inside  the  fruit  is  determined  on  a  sample  basis  so  that  consumers  will  have  a 
better  chance  of  judging  whether  or  not  they  get  a  poor  or  a  good  orange.  We 
think  there  v/ill  be  greater  need  for  shipping  only  topped  beets  and  carrots  for 
the  duration. 

In  the  processed  fruit  and  vegetable  inspection  work  we  have  about  18  cooperative 
agreements  with  as  many  States.     This  procedure  again  had  to  be  resorted  to  because 
of  small  appropriations.     The  work  is  done  by  strictly  Federal  employees  all 
employed  by  us.    It  has  been  necessary  to  build  that  line  of  work  very  fast  because 
of  the  imcnse  job  of  inspecting  deliveries  to  the  Army  and  the  Navy  and  for  Lend- 
Lease  shipment.    We  have  had  to  recruit  a  force  rjid  build  it  from  less  than  thirty 
to  more  than  33O  employees.  \ 

In  our  Market  News  v/ork  we  have  a  number  of  agreements  v/ith  the  States  -  I  don't 
recall  the  exact  number,  but  I  think  about  twenty.    Under  those  agreements  the 
States  share  in  conducting  the  market  news  v/ork,  and  in  some  cases,  especially  in 
local  markets,  they  supply  offices  and  office  help.     We, furnish  the  leased  wire 
facilities  and  technical  personnel.     The  rest  of  the  expense  is  divided  between 
the  cooperating  parties.     V/e  are  able  to  provide  daily  service  in  most  of  the 
important  producing  areas  in  this  way.     In  general,  we  usually  carry  full  cost  of 
the  service  ourselves  x^ith  our  ov/n  personnel  in  the  large  receiving  markets,  but 
in  the  local  markets  and  at  the  shipping  points  we  join  v;ith  the  States  in  order 
to  round  out  the  service  and  to  provide  a  uniform  reporting  service  throughout  the 
country. 

We  have  done  some  regionalizing  in  the  three  divisions  I  have  just  discussed.  Our- 
fresh  fruit  and  vegetable  work  is  handled  on  the  ba.sis  of  three  regions  in  the 
United  States,  with  a  supervisor  in  charge  of  each  region.    Our  processed  fruit 
and  vegetable  work  is  handled  in  about  the  some  yiay.    Here  we  also  have  three 

regions  with  a  supervisor  in  each  region  in  charge  of  the  work  and  responsible  for 
the  work  in  that  region.     The  Market  News  work  is  less  decentralized  because  of  its 
national  character.    It  is  necessary,  for  example,  to  transmit  daily  information 
from  the  national  markets,  such  as  New  York  City,  to  the  Pacific  Coast  promptly. 
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While  we  have  decentralized  it  as  nuch  as  possi"ble,  we  cannot  set  up  special  areas 
in  the  country  with  a  supervisor  in  charge  of  a  particular  area. 

¥e  are  faced  with  several  pro'bleins  in  market  reporting.     One  is  to  speed  up  our 
narket  news  information.     A  hook  of  figures  is  sonetines  interesting  from  a 
historical  standpoint,  "but  in  trying  to  operate  a  fast  reporting  project  "tine 
is  of  the  essence."    We  have  "been  doing  some  experimenting  for  tv/o  or  three  years 
on  v/ays  and  means  of  getting  city  narket  irxfomation  "back  to  shipping  points 
quickly.     Two  years  ago  we  started  what  v/e  called  "Early  Morning  Market  News"  in 
New  York  City.     We  had  to  change  the  schedule  of  a  Market  News  nan  in  our  Nev/ 
York  office  so  that  this  nan  had  to  leave  hone  at  2:30    oach    morning  to  cover 
the  narket,  get  a  preliminary  report  of^  the  narket,  and  telephone  it  to  one  of 
the  larger  radio  stations  by  6:00  a.  n.    It  was  innediately  put  on  the  air  covering 
the  entire  Northeastern  part  of  the  United  States.     G-rov/ers  in  that  section  of  the 
country  were  ahle  to  get  the  report  "before  7^00  o'clock  in  the  noming.     They  thus 
received  infomation  covering  narket  conditions  in  New  York  that  norning  "before 
"breakfast.    We  extended  this  type  of  speedy  transmission  to  Florida  so  that  is 
has  "been  possi'ble  for  the  Florida  markets  to  have  r.arket  infomation  on  leading 
vegeta"bles  fron  New  York  City  "by  noon  of  the  sane  day.    We  would  like  to  do  more 
speeding  up  of  transmission. 

Another  thing  we  are  interested  in  very  nwch  right  now  is  to  anticipate  the  develop- 
ment of  over supplies  and  changes  in  narkoting  conditions  in  advance  of  the  actual 
situation.    We  have  instructions  out  now  to  12  or  I5  Market  News  nen.to  report  to 
us  a  week  or  two  ahead  of  the  tine  when  certain  commodities  will  "be  on  the  market 
and  the  condition  in  which  they  think  the  market  will  "be  at  that  time.     In- other 
v/ords,   such  forecasts  "based  on  marketing  conditions  and  past  movement  of  -the  market 
for  the  particular  crop  ena"ble  us  to  supply  adva.nce  r.arket  information  to  the 
Market  Programs  Division.     Necessary  action  and  purchase  programs  can  "be  started 
and  placed  into  operation  in  order  to  meet  a  situation  when  it  develox)S.     This  is. 
an  example  of  our  aim  to  speed  up  the  market  news  service  and  "blend  it  into  the 
operations  of  the  Branch  as  a  v;hole. 

The  other  day  v;e  gave  our  Market  News  paople  instructions  to  suomit  to  us  their 
ideas  as  to  how  they  "believe  the  Market  News  program  should  "be  adjusted  to  work 
under  emergency  conditions.    As  you  know,  many  of  our  most  important  defense 
industries  have  grown  up  immensely.     In  some  of  them  people  have  moved  fron  other 
parts  of  the  country  so  that,  for  example,  vie  have  a  situation  today  in  which  the 
New  York  City  narket  is  no  longer  the  most  favored  market  in  the  United  States. 
It  is  now  a  relatively  lov/  market  "because  the  economic  situa.tion  in  that  area  is 
relatively  depressed.    A  new  pro"blem  confronting  the  Market  News  Service  is  hov; 
should  it  "be  adjusted  to  price  ceilings  and  other  emergency  price  regulations. 

Our  regulatory  v/ork  involves  the  administration  of  a  mxm"ber  of  statutes  v/hich  have 
"been  in  effect  for  some  years.     I  will  discuss  the  Perisha"blo  Agricultural  Com- 
modities Act  first.     It  grew  out  of  World  War  No.  1.     After  that  War  there  was 
increasing  interest  in  the  commercial  production  and  distri"bution  of  fruits  and 
vegeta'bles.    A  lot  of  growers  and  distri"butors  started  up  "business  in  the  far 
west,  and  some  of  them  were  not  too  honest.    After  the  experience  of  the  Food 
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Administration,  some  persons  in  the  fruit  and  vegetable  industry  felt  that  there  was 
some  value  in  rigid  regulation  including  licensing  of  distrilDutors.    Reputa'ble  men 
in  the  industry  wanted  to  go  back  to  a  Federal  licensing  system.     That  is  how 
Federal  licensing  was  again  started  and  "became  a  part  of  the  Perishable  Agricultural 
Commodities  Act.    The  act  requires  licensing  of  all  handlers  of  fresh  fruits  and 
vegetables  and  also  licensing  of  canners  or  other  processors  v;ho  buy  fresh  fruits 
and  vegetables  for  processing.     If  licenses  do  not  comply  with  the  act  in  conducting 
their  business  in  a  fair  and  honorable  manner,  their  licenses  are  subject  to 
revocation  and  suspension,  which  is  tantamount  to  being  put  out  of  business.  In 
administering  a  piece  of  legislation  of  that  sort,  we  have  handled  it  from  a  service 
point  of  view,  using  it  to  improve  conditions  in  the  industry  by  trying  to  keep 
dealers  out  of  trouble.     There  now  are  about  tv/enty  thousand  licenses  a  year.  The 
license  fee  is  $10  a  year,  and  a  handler  must  renew  his  license  annually  to  keep 
it  in  effect.'    The  income  from  licenses  is  about  $200,000  \«jhich  comes  into  the 
Treasury  annually. 

No  action  can  be  taken  against  licensees  unless  there  is  a  complaint.    We  cannot 
investigate  a  person  because  we  don't  like  him.     There  must  .be  a  complaint  against 
him  first.    Since  the  act  was  started  73  licenses  have  been  revoked.    There  have 
been  about  100  licenses  suspended  by  order  of  the  Secretary  for  a  period  of  ten  to 
ninety  days.     Ten  to  thirteen  licenses  have  been  suspended  automatically  as  a 
result  of  failure  to  comply  with  reparation  orders  issued  by  the  Secretary  of 
Agriculture.    For  instance,  John  Jones  in  IJew  York  receives  a  shipment  which  he 
rejects.    The  shipper  complains  to  us  against  him.    We  find  the  shipper's  loss  is 
about  $500  which  the  receiver  refuses  to  pay.    The  receiver's  license  would  be 
automatically  suspended.     We  try  to  handle  the  enforcement  of  the  act  on  an 
educational  basis  as  far  as  possible.    We  have  encouraged  licenses  when  they  get 
into  an  argument  to  submit  their  arguments  to  us  and  let  us  judge  the  dispute.  As 
a  result  of  amicable  settlements  there  have  been  paid  since  193^  something  more  than 
$2,000,000  to  the  various  parties  involved.    We  have  developed  this  procedure  even 
further  during  the  emergency.     In  view  of  the  restriction  of  cars  on  the  markets 
and  the  need  for  speeding  up  transportation,  we  encourage  distributors  to  submit 
their  disputes  to  us  and  abide  by  our  decisions.    These, disputes  are  handled  very 
carefully.    We  conduct  a  seven-daj-  v/ire  service  in  handling,,  these  cases.     So  there 
is  no  excuse,  except  lack  of  manpower  on  the  Washington  end,  for  the  industry  to 
fail  to  take  advantage  of  that  service.    It  is  available  any  day  of  the  week 
including  Sundaj'. 

The  Produce  Agency  Act  applies  to  commission  merchants  and  shippers  who  handle 
produce  on  consignment.     It  is  a  criminal  statue.    Another  act  that  I  should  mention 
is  the  Apple  and  Pear  Export  Act,  which  requires  all  agencies  transporting  apples 
and  pears  for  export  to  require  official  certificates  showing  tliat  the  apples  and 
pears  comply  with  Federal  minimum  quality  standards.,    Since  we  liave  no  exports  at 
the  present  time,  except  a  small  amount  to  Canada,  this  legislation  is  not  very 
important  now.    It  v;as  sponsored  by  the  fruit  industry  in  order  to  step  up  the 
quality  of  American  fruit  being  shipped  to  overseas  markets  to  build  markets  there 
for  our  fruit.     It  is  important  to  the  industry  for  that  purpose. ,.  The  Standard 
Container  Acts  establish  specifications  for  the  dimensions  of  barrels,  baskets,  and 
hampers.     This  legislation  does  not  include  crates,  cartons,  and  boxes.    We  have 
recommended  amendment  to  the  law  at  various  times  to  include  all  finiit  and  vegetable 
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containers,  but  Congress  has  not  yet  seen  fit  to  enact  such  an  amendment.  During 
the  past  season- we  have  had  quite  a  few  requests  from  the  Department,  especially 
the  Office  of  Agricultural  War  Relations,  for  information  shov/ing  the  needs  of  the 
fruit  and  vegetahle  industry  for  paper  container  materials  and  other  things  needed 
for  containers  and  packing  equipment.     We  have  prepared  quite  a  few  estimates  and 
instructions  for  these  materials  which  the  War  Production  Board  has  been  using. 
We  have  tried  to  persuade  the  Board  that  it  should  develop  regulations  to  standard- 
ize specifications  for  the  dimensions  of  cartons,  crates,  and  "boxes* 

An  industry  committee  was  organized  in  January  to  consider  the  container  prohlem, 
and,  as  a  result,  it  recommended  a  reduction  of  ahout  fifty  percent  in  the  total 
number  of  containers  and  crates  and  "boxes  authorized  in  the  railroad  tariffs.  But 
this  action  is  not  going  far  enough  to  conserve  wood,  paper,  and  materials,  so  for 
some  months  we  have  "been  negotiating  v/ith  the  War  Production  Board  to  issue  an 
order  which  will  make  it  possible  to  go  further  with  this  and  which  vjill  aid  in' 
conserving  containers.     This  can  be  done  if  containers  can  be  used  more  than  once. 

The  Market  Programs  Division  includes  all  of  the  v/ork  previous  handled  in  the  former 
SKA.  Pruit  and  Vegetable  Division  such  as  marketing  agreements,  purchases,  diversion 
programs,  Lend-Lease  operations,  etc.    As  many  of  you  know,  marketing  agreements 
have  been  in  effect  since  •1933'     Some  of  them  have  been  changed,  others  amended, 
and  some  have  been  terminated  or  replaced.     There  are  now  about  twenty-five  fruit 
and  vegetable  agreements,  of  v/hich  seventeen  are  in  operation.     The  remainder  have 
not  been  operated  during  the  last  year  or  two.     I  thirJ^  that  the  figures  show  that 
those  agreements  are  participated  in  by  around  90,000  grov/ers  and  the  value  of  the 
commodities  involved  amounted  to  about  $250,000,000  last  year.    Principal  commoditie 
under  these  agreements  are  v/alnuts,  grapefruit,  and  oranges  on  the  West  Coast, 
peaches  in  the  middle  west  and  east,  and  some  vegetables,  especially  in  the  middle 
west.     Up  to  the  present  they  have  been  a  very  important  device  in  marketing  these 
comr.odities. 

We  are  now  in  a  position  v/here  conservation  is  the  order  of  the  day.     In  a  few  cases 
we  have  terminated  shipping  regulations  for  California  deciduous  fniits  v/here  it 
is  clear  that  price  conditions  would  result  in  grower  returns  above  parity  levels. 
I  don't  know  what  the  future  of  the  marketing  agreements  v/ill  be  during  this 
emergency.    As  long  as  prices  are  under  parity  for  the  commodities  involved, 
marketing  agreements  will  be  continued. 

In  our  Lend-Lease  operations,  every  emphasis  is  on  supplies  for  military  and 
overseas  shipment.     That  means  supplies  in  processed  and  concentrated  forms.  In 
order  to  get  production  necessai^/  for  those  commodities  and  in  order  to  boost  farm 
production  to  meet  our  requirements,  we  have  had  price  programs  in  effect  this  year 
for  canned  tomatoes  and  peas.    Production  this  year  was  in  line  v;ith  the  objectives 
and  well  above  any  previous  high  year. 

Since  issuance  of  ceilings  by  the  OPA  we  have  had  a  lot"  of  homework  to  do  as  to 
ceiling  regulations  in  the  development  of  data  needed  by  the  OPA,     We  have  worked 
with  OPA  on  the  adjustment  of  ceilings  and  on  the  subsequent  ceiling  adjustments. 
In  order  to  assure  production  of  canned  vegetables,  it  was  necessary  to  announce  a 
support  program  for  tv/elve  canned  vegetables  on  account  of  confusion  on  the  part  of 
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canners  and  distributors  resulting  from  the  OPA  ceiling  regulation.     The  Department 
has  underwritten  these  connodities  at  the  rate  of  92^  of  the  ceilings  and  stands 
ready  to  take. the  canned  vegetables  that  the  canner  cannot  sell  to  distributors. 

One  nev;  processing  development  has  been  the  dehydration  of  potatoes  and  other 
vegetables.    G-overnment  requirements  for  dried  potatoes,  carrots,  beets,  and  other 
root  crops  amount  to  around  100,000,000  po-onds.     Last  year  there  was  some  increase 
in  the  dehydration  of  potatoes.    Announcements  were  sent  out  last  spring  to  en- 
courage dehydration.     Canners  and  processors  have  responded  pretty  v;ell.    We  have 
received  replies  from  175  processors  inviting  us  to  consider  their  iDlants  for 
conversion  to  dehydration.    Because  of  scarcity  of  metals,  v/e  have  not  approved- 
any  project  req.uiring  ne\-j  buildings  or  a  lot  of  new  materials  in  addition  to  the 
special  dehydration  equipment.     VTe  lorefer  and  insist  that  apiDlicants  have  in  hand  , 
necessary  buildings,  preparation  equipment,  and  a  track  site,  so  the  job  can 
be  done  by  converting  those  facilities  chiefly  by  the  addition  of  the  special 
dehydration  equipment.    About  forty-five  plants  have  been  approved  on  that  basis. 
It  appears  that  we  are  going  to  reach  our  production  goal.    We  have  made  loans  to 
only  a  few  processors  in  order  to  help  them  make  conversions  or  to  expand 
facilities.        The  vjork  of  our  Market  Programs  Division  is  divided  into  commodity 
group  sections.    All  of  our  cr.trus  work  is  handled  by  Mr.  I.  P.  Hedlund;  fruit 
work  other  than  citrus  by  Mr.  E.  M.  G-raham;  potato  and  vegetable  work  under  Mr. 
A.  E.  Mercker;  sugar  and  special  products  work  by  Mr.  James  Poole;  and  the 
Economic  Section  is  headed  up  Ty  Mr.  D.  M.  Rubcl. 

Of  course  I  could  discuss  our  dried  fruit  programs  for  some  time.    But  I  shall  make 
it  brief.     It  has  been  necessary »  as  you  Iciow,  for  the  War  Production  Board  to 
freeze  our  supxolies  and  19^2  crop  of  dried  fruits  for  G-overnment  use.   'In  addition 
to  this  action,  a  conservation  order  has  also  been  issued  prohibiting  the  shipping 
of  fresh  grapes  to  markets  or  to  vintners  of  varieties  suitable  for  raisin  purposes^ 
This  was  necessary  to  gain  maxim^jm  production.     In  addition,  grower  sui)port  prices 
sufficiently  high  to  induce  x^^o  duct  ion  have  been  announced.     OPA  has  adopted  the 
same  ]3oint  of  viev/  v/ith  respect  to  |)acker  ceiling  regulations,  and  just  last  week 
agreed  to  order  ceilings  on  dr:^,ed  fruits  which  allow  for  reasonable  processing 
margins.     There  is  one  margin  .-figure  for  the  entire  industry  for  each  fruit.  The 
Government  buying  price  also  will  be  the  same  to  all  packers,  and  v/ill  be  based 
on  the  OPA  ceilings.     The  quantity  of  fruits  not  needed  by  the  G-overnment  for 
military  or  Lend-Lease  uses  vdll  be  released  from  tine  to  tine  to  the  packers  for 
sale  in  their  domestic  outlets.    Based  on  estimates  of  ]production  and  consuming 
needs,  it  appears  that  thero  will  be  no  dried  xDea.ches,  pears,  apricots,  or  dried 
apples  for  commercial  distribution.     We  v/ill  probably  have  about  one-half  of  the 
raisins  and  one-half  of  the  prcmes  available  for  civilians. 

I  might  say  one  more  thing  about  price  ceilings.     Pre^h  fruit  and  vegetable  growers 
are  very  much  concerned  about  ceiling  regulations-  prices  are  dev.  lox^ing 

for  some  items.     Lettuce  sold  for  $ 'j.OO  a  crate  ir  li^'j  furk  on  Mon.ia,^^  ci  this 
v/eek.     This  is  .about  15^  a  head  -  a  lot  of  money  for  a  head  of  lettuce  at  wholesale. 
We  are  going  to  be  faced  with  serious  x^rice  problons  for  some  of  these  commodities. 


Question:    Do  you  see  any  serious  transportation  protlens  coning  up? 

Dr.  Meal:    Yes.    We  iaave  a  vorj''  sorious  rail  transportation  situation.    It  nay  "becone 
particularly  difficult  sone  tine  next  year,  prolDa"bly  next  March  and  again  next 
Septenber  when  the  peak  novenent  takes  place.    IThe  tr^Jick  situation  also  is  serious. 
Growers  are  "being  concerned  a"bout  TDeing  able  to  move  this  year's  fruit  crop.  In 
sone  areas,  where  notor  trucks  are  the  principal  outlet  for  apples,  the  pro"blen  is 
difficult.     The  trucks  are  not  there  and  truckers  are  not  exx^ected.    G-roi^ers  will 
have  to  ship  "by  rail  and  use  storage  facilities,  nany  of  v/hich  are  no  longer 
availalDlc  in  sone  sections.  • 

<^uestion:    Since  these  nen  arc  going  to  "be  in  contact  vrith  War  Boards,  v/ouldn't 
it  he  well  to  say  a  little  about  the  wisdon  of  guiding  the  production? 

Dr.  Meal:    Very  mch  so.     If  you  have  "been  looking  ahead,  you  vdll  find  that 
vegetable  production  noy  not  be  as  large  next  year  as  it  is  this  year.     I?he  job  of 
maintaining  production  at  these  higher  levels  in  total  and  also  getting  the  shiiD- 
nents  nade  in  view  of  transportation  bottle-necks  is  going  to  be  a,  very  large 
problem  indeed.    The  vegetable  job  is  going  to  be  a  very  difficult  one  next  year. 
Production  will  be  harder  to  maintain  in  viev;  of  the  increasing  costs  of  labor  and 
other  materials  grov/ers  need  ,  including  the  grov/ing  shortage  of  high-analysis 
fertilizer.    At  a  meeting  last  night  in  iTorfolk,  Virginia,  growers  were  very 
pessimistic  about  next  season.     Thej^say  they  are  going  to  do  the  best  they  can  to 
produce  a  good  crop,  but  they  think  they  are  entitled  to  at  least  necessary  costs _ 
of  production.     Tliat  is  a  real  job  ahead  of  us.     Because  of  their  extensive 
activities.  Regional  Directors  will  have  a  lot  of  """Jinf inished  business"  throvjn  into 
their  laps.     I  suggest,  for  example,  that  the  Regional  Directors  become  familiar 
v;ith  the  PAC  Act  and  its  operations.     This  rci^latory  act  ties  in  with  all  of  the 
services  I  mentioned.    Every  so  often  we  get  questions  about  it.     I  might  suggest 
that  the  best  way  to  handle  those  requests  is  to  refer  them  either  to  our  field 
offices  -  you  v;ill  Iciow  where  they  a,re  later  -  or  send  them  in  to  the  Washington 
office.    We  have  two  offices  on  the  VJest  Coast,  one  in  Portland,  Oregon,  and  one 
in  Los  Angeles.    We  also  have  one  in  Chicago  and  one  in  Perth  Worth,  and  are 
opening  one  in  ITew  York  vdthin  the  next  month  or  so.     You  can  refer  those  requests 
to  the  nen  in  charge  of  those  offices  or  wire  then  direct  to  Washington.  Our 
technical  field  men  vjho  are  working  in  this  specialized  field  each  da^'"  frequently 
have  to  wire  in  the  facts  for  a  ruling.     We  operate  on  the  basis  of  the  law  and 
facts  and  precedents  involved,  and  there  is  onlj''  one  place  v/here  precedents  are 
kept  -  that  is  in  Washington.     Our  advice  to  o'or  field  people  is  tell  persons 
making  inquiries  to  wire  Spilndn  or  got  in  touch  v/ith  the  nearest  field  office. 
I  recommend  that  you  do  the  same  Vhcnever  necessary. 
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LWESTGCK  BRAITCH 
H.  E.  Reed,  Chief 

I  am  oure  tliat  you  folks  v:ho  are  going  out  to  be  He^ional  Administrators  believe 
that  J^MA  is  the  best  outfit  in  the  Department  and  it  is  a  pleasure  for  me  to  have 
an  opportunity  to  tell  you  this  afternoon  about  the  best  outfit  in  /ilvj^.    I  am 
not  going  to  take  up  your  time  telling  you  hovv  important  livestock  and  meats  are 
in  the  war  effort  because  you  know  that.    You  are  going  to  have  a  fine  tii^e  con- 
tacting livestock  interests  vviien  you  get  in  the  field.     In  setting  up  the  Live- 
stock Branch  I  think  one  of  the  main  purposes  was  to  get  together  in  the  organ- 
ization all  of  the  service,  regulatory  and  other  v/ork  relating  to  livestock  so 
that  when  folks  cone  here  from  the  country  they  can  go  to  one  place  and  get  the 
^nswe'rs  to  questions  relating  to  livestock  marketing.     In  the  Livestock  Branch 
we  have  the  formulation  of  Leiid-Lease  and  other  purchase  programs  for  livestock 
or  rather  for  meat,  v;e  are  not  buying  any  livestock  at  the  m.oment  —  fats  and 
oils,  fish  and  oil  seeds.     In  addition  v.-e  have  the  I.Iarket  Nsws  Service,  the  Fed- 
eral Meat  G-rading  Service,  the  adrrdni  strati  on  of  the  Packers  and  Stockyards  Act, 
the  admiini  strati  on  of  the  Insecticide  Aot ,  the  standardization  and  grading  work 
on  livestock,  Fioats  and  wool. 

The  Branch  is  broken  dovvTi  into  five  divisions.    Preston  Richards  huads  our  Marketing 
Programs  Division    and  I  airi  sorry  he  is  not  here  at  the  mom.ent .    Thsii  v/e  have 
the  T'5arket  News  and  Grading  Division  —  Bij.i  Fraser  is  the  chief  and  he  also  is 
not  here  right  now;  the  Packers  and  Stockyards  Division,  headed  by  Dr.  F.  7^. 
Miller  -  and  I  would  like  to  have  Dr.  Miller  stand  up  so  that  you  folks  can  get 
to  know  him;    the    Insecticide  Division,  headed  by  Dr.  C.  G.  McDonnell,  stand  up 
please;  and  a  new  division  that  is  now  3  days  old,  I  thii^c  this  is  the  first  it 
has  been  announced  -  the  Wool  Division,  headed  by  Jim.  Goon,  stand  up  please. 

In  our  Jferketing  Programs  Division  cur  Vvork  is  to  plan  and  execute  programs  de- 
signed to  encourage  the  domestic  consumption  of  certain  ir^at  products,  fats  and 
oils,  for  the  developm.ent  of  new  and  expanded  use  of  meat  and  meat  products,  to 
plan  purchase  programs  for  meats,  fats,  oils  and  oil  seeds  for  Lend-Lease  and 
other  purposes,  and  to  adm-inister  the  peanut  diversion  program.    Miany  of  you 
wonder  vjhat  Deanuts  are  doing  in  the  Livestock  Branch,    Our  primary  interest  in 
them  is  from-  cne  standpoint  of  oil.     In  Lend-Lease  activities,  in  v/hich  we  are 
already  putt  inn,  in  most  of  our  -work  at  the  present  time,  our  function  is  to  formu- 
late the  prcgra^Ti,  see  th^at  the  necessary  processing  facilities  are  available  and 
carry  the  nrogram.  up  to  the  time  the  Purchase  Branch  sends  out  the^ invitations  to 
bid."  From' then  on  our  work  is  in  collaboration  with  the  Purchase  Branch.  \i^e 
have  our  hands  full  at  the  mom.ent;  we  are-  in  a  tight  spot  and  we  are  going  to  be 
there  rather  often.    Vie  are  reaving  a  very  difficult  time  getting  enough  m.eat  to 
load  ships  for  our  allies.    We  are  doing  the . same  on  fats  and  oils  and  canned 
fish.    You  know  that  the  War  Production  Board  has  issued  an  order  under  T.jhich 
AllA.  is  the  purchasing  agent  for  all  govermrient  agencies  for  canned  fish.  We 
have  also  gone  into  the  insurance  business  lately  in  that  we  are  insuring  the 
Alaskan  fish  industry.     The  usual  comjnercial  insurance  is  not  to  be  hs.d  because 
of  the  great  risk  involved  -  so  A:vL4  is  handling  that. 

The  peanut  progrejn  was  announced  Monday  of  this  week  and  those  of  you  who  are 
going  to  be  in  the  Southern,  S out hvje stern,  and  Pacific  Regions,  are  going  to 
hear  quite  a  lot  about  that  -  about  the  t  Lme  you  get  to  your  new  posts.  Among 
other  things,  you  are  going  to  hear  a  great  "holler"  about  higher  prices  for  oil 
nuts.    There  is  no  parity  price  for  oil  nuts  -  there  is  orJ_y  a  comparable  price 
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and  that  vrould  be  about  $60.     The  Secretary  announced  last  January  that  he 
would  pay  up  to  #82  a  ton  for  oil  nuts  -  but  operating ' costs  are  going  up 
in  the  peanut  area  and  producers  are  exerting  a  great  deal  of  pressure  to 
get  the  price  up  to  $100.     The  ceiling  on  oils  is  such  that  §100  is  not  pos- 
.sible  V'jithout  a  subsidy.    The  Secretary  will  pay  a  minimum  of  $82  but  if  the 
.market  price  on  the  day  peanuts  are  ms.rketed  is  higher  than  $82  the  producer 
will  be  paid  the  higher  price. 

In  our  lllarket  News  work  we  have  offices  at  32  markets.    Four  of  the  offices 
report  on  direct  marketing.     The  principal  "direct"  reporting  office  is 
Des  Moines,  Iowa,  covering  the  State  of  lov/a  and  southern  Minnesota.  IVe 
have  another  at  Thcmasville,  G-eorgia,  covering  the  southern  area.     We  have  a 
couple  of  points  in  the  range  States  where  we  are  reporting  on  the  direct 
marketing  of  lambs.     The  remainder  of  the  offices  are  located  on  the. .terminal 
m.arkets  and  are  staffed  in  accordance  with  the  importance  of  the  riiarket.     In  ^ 
a  place  like  Chicago,  we  have  one  or  two  men  on  the  cattle  market,  a  man  on 
the  hog  market,  and  a  man  on  the  sheep  market,  xvho  follow  the  market  fromi 
early  in  the  morning.    About  11  o'clock  they  are  able  to  quote  prices  by 
grades  using  Federal  standards  for  the  livestock  that  is  available  for  sale 
on  the  m.arket  on  that  particular  day.     In  addition  to  that  our  market  nevjs 
offices  compile  certain  market  statistics  Vviiich  are  brought  together  in  a 
weekly  report  issued  from  V.'ashington.     The  narrative  of  those  reports  is 
y/ritten  in  the  field  by  men  who  are  in  the  best  location  and  the  best  in- 
formed on  the  particular  class  of  livestock  they  are  writing  -about." 

Our  Federal  meat  grading  service  is  in  the  same  division  as  Market  News  and 
in  the  field  our  graders  are  off iced  with  our  market  news  reporters.  The 
grading  vrork  has  quadrupled  in  the  last  year.     I  think  on  J uly  1 ,  1941,  we 
had  somiothing  like  7Qf  m.eat  graders  and  today  we  iiave  about  275  meat  graders 
and  we  are  going  to  have  to  increase  that  pretty  soon.     The  OFA  xvill  shortly 
issue  an  order  requiring  that  all  Choice  and  Prime  beef  in  the  United  States 
be  graded  by  a  Federal  grader.    For  about  a  m.onth  packers  have  done  their 
own  grading  -  and  just  as  you  would  02;pect,  a  mess  developed.     Much  of  the 
m.eat  was  over-graded  one  or  two  grades.     Tlio  new  order,  we  think,  will  in- 
crease our  work  a  great  deal.     I  ?:ould  like  to  add,  in  connection  with  the 
Federal  meat  gra.ding  service,  that  the  work  is  entirely  self-support iii^ , 
Foes  are  c^yir'iod  for  the  grading  and  I  think  this  year  our  foes,  v/ill  run 
something  i;')  excess  of  1  million  dollars.     Most  of  the  v'ork  has  to  do  with 
beef,    The  f.pA  carder  will  bring  us  into  the  veal  field  a.  great  deal.  lust 
how  it  is  going  to  work  on  rjork,  lamb,  and  r^utton  we  do  not  know  yet.  Beef 
is  the  big  problem,  of  the  mx-ment. 

I  think  all  of  you  knew  that  the  Packers  and  Stockyards  Act  grew  out  of  the 
investigation  made  by  the  Federal  Trade  CorfLmission  after  the  last  war.  The 
Act  was  passed  in  1921  and  I  am  frank  to  say  that  in  many  respects  it  has 
certain  earm.arks  of  a  horso-and-buggy  act  and  should  be  traded  in  for  a  new 
act,  but  so  far  we  have  bean  unable  to  get  Corxgress  to  amend  it  and  we  are 
going  along  with  our  present  act.    Me  are  trying  to  admiinister  this  Act  in 
a  way  that  ^«jill  assure  those  folks  Yiho  m.arket  their  livestock  through  posted 
m.arkets  that  they  can  do  so  and  knovj-  that  they  are  going  to  get  full  and 
correct  accounting,  that  their  livestock  is  going  to  be  properly  weighed, 
that  all  the  operators  on  pO'Sted  markets  are  bonded,  that  free  and  oxjen 
com.petition  exists  on  the  market,  and  that  there  is  an  absence  of  "shenan- 
igans".    The  Act  requires  that  any  stockyards  over  20,000  square  feet  in 
area,  doing  an  interstate  business,  be  posted.    You  know  that  during  the 
last  15  years  there  has  been  a  great  decentralization  of  livestock  marketing. 
You  can  expect  that  vjith  the  improvement  of  roads,  hauling  livestock  by 
trucks  and  the  movement  of  miarkets  closer  to  farmj.s.     There  also  Viras  an  in- 


crease  in  population  in  the  producing  areas.     In  addition,  after  the  last  v;ar 
the  independent  packers  had  a  pretty  good  round,  while  the  national  packers 
were  recoTering  from  the  effects  of  the  x-ar.    There  has  been  a  groat* increase 
in  the  number  of  sjrall  markets.     I  tnink  back  in  1925  there  were  about  75  mar- 
kets posted  under  the  Act.     Today  we  have  220,  and  if  we  v/ent  after  them  we 
could  probably  add  200  nore  in  a  short  time.    But  we  haven't  the  money.  If 
v^e  posted  additional  markets  w^e  v/ould  merely  be  giving  the  rating  of  a  posted 
yard  but  supervision  \Tould  not  amount  to  very  much.    So  v:e  are  cutting  down 
and  not  posting  nev;  markets.    You  regional  adininistrators  are  goirg  to  be  asked 
'*VVhy  don't  5^ou  get  this  market  posted  or  that  rrarket  posted"?  and  the  ans^-rer  is 
that  -ue  haven't  got  the  money  to  put  supervisors  on  there  and  there  is  no  use 
posting  if  wo  do  not  have  the  money  to  supervise.    We  go  through  all  the  pain, 
and  no  pleasure  is  involved,  in  making  rates  just  like  the  Interstate  Commerce 
Commis^sicn  ana  Public  Utility  outfits  and  we  really  have  some  headaches  over 
that.    While  Congress  said  the  rates  must  be  reasonable  they  did  not  give  us 
any  formula  for  arriving  at  a  reasonable  rate,  but  having  been  through  the 
courts  a  number  of  times  we  arrived  at  a  formula  that  seems  to  work  ver^^  well 
and  that  the  courts  have  been  able  to  uphold. 

The  Insecticide  Act  was  passed  back  in  1910  and  was  designed  to  prevent  adult- 
eration or  misbranding  of  insecticides  and  fungicides,  and  of  course  it,  like 
all  Federal  statutes,  is  limited  to  those  products  that  move  in  interstate  com- 
m.erce.     The  Insecticide  Act  needs  some  publicity  and  I  am  hopeful  that  you 
Regional  Administrators  can  give  us  some  help  on  that.    V'hen  we  stop  to  think 
that  in  these  United  States  v/e  cannot  produce  livestock  or  fruits  and  vegetables 
or  any  other  farm,  commodity  without  the  use  of  insecticides  and  fungicides,  then 
vje  realize  the  importance  of  the  Act.    And  at  the  present  time,  with  the  Secret- 
ary and  the  Department  aslzing  Aiaerlcan  farmers  to  produce  all  they  can  -  the 
demand  for  insecticides  has  increased  a  groat  deal.    Then,  too,  our  imports 
of  rav;  materials  and  also  our  domestic  stocks  of  raw  materials  used  in  the  in- 
secticides and  fungicides  have  been  greatly  reduced.     They  are  being  used  for 
war  purposes.    With  the  great  demand  for  insecticides  and  fungicides  some  rna.n- 
ufacturers  arc  going  to  supply  that  demand  even  though  they  do  it  by  supplying 
sa-wdust  and  gasoline.     That  is  whore  Dr.  IvlcDoniiell  and  his  boys  come  into  the 
picture.    They  .pick  up  a  sample,  test  it  in  the  laboratory,  and  if  it  is  not 
according  to  lavj,  we  have  to  take  the  manufacturer  "over  the  jumps",,     i/i^e  have 
cur  largest  chemicvu.  lobcratory  in  Beltsville.    V'Je  also  iiave  a  28-acre  farm 
v^e  would  like  to  have  you  look  over.    Ko  fine  livestock  out  there  -  they  are 
used  there  to  try  out  samples-.    We  have  a  chemical  laboratory  in  No 7/  York, 
one  in  Chicago  and  one  in  San  Francisco,  end  the  country  is  covered  by  eight 
inspectors.    Those  in  the  New  England  States  and  around  Chicago  spend  a  great 
deal  of  their  time  in  mianufacturers '  plants  cbtaining  infcrmtion  on  what  in- 
secticides are  being  shipped  and  vjhere,  they  are  being  shipped  to,  because,  as 
I  told  you,  the  product  has  to  move  in  interstate  commerce  before  we  can  pick 
it  up.    ViTnen  an  insecticide  arrives  at  its  destination,  an  inspector  comes 
along  or  asks    another  PJ:lik  employee  to  pick  up  tha.t  sample  and  secure  the  nec- 
essary documents  to  prove  that  it  has  moved  in  interstate  commerce.     If  it 
doesn't  pass  the  laboratory  tests,  we  go  after  the  product  or  the  manufacturer 
or  both. 

In  our  Wool  Division,  v.hich  has  recently  been  set  up,  we  have  the  formulation 
of  wool  and  wool  top  stsmdards ,  mohair  standards,  and  for  the  last  fev;  years 
V7e  hs.ve  been  doing  quite  a  bit  of  v;ork  on  shrinkage.    You  know  the  v-ilue  of 
v/ocl  is  determined  by  the  clean  content  of  the  vvool.    Up  to  now  deterrn.inat ion 
of  shrinkage  has  been  sort  of  a  by-guess-and-by-gosh  proposition.    But  the 
folks  in  the  Wool  Division  have  developed  a  method  by  viiich  they  can  take  a 
very  small  s.am.ple  of  a  lot  of  wool,  put  It  through  a  scouring  process,  and 
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come  pretty  close  to  the  shrinkage  of  the  entire  lot.     That  is  being  well  re- 
ceived ajnong  groviiers  who  before  had  to  depend  upon  the  buyer's  guess  as  to  how 
much  the  wool  vxould  shrink.    An.d  if  you  were  the  buyer  you  knov^j  how  you  would 
guess  it  -  and  that  is  how  the  buyer  guessed  it.     One  of  the  important  thirigs 
before  the  Wool  Division  at  the  moment  is  the  proper  baling  of  v.'ool.  You 
know  what  the  storage  situation  is  and  that  an  adequate  supply  of  burlap  is 
out  of  the  question.    No  mtter  how  reluctant  xvo  are  to  change  our  vjays,  I 
think  all  of  you  will  admit  ti:ia.t  bagging  wool  is  not  the  best  way  to  handle 
that  v/col.    So  la&)t  spring  vro  got  held  of  a  little  money  and  bought  3  second- 
hand cotton  gin  presses.     One  is  at  Denver,  one  at  Billings,  and  one  at  Portland. 
We  have  been  baling  wool  on  an  experimental  basis.     One  of  the  most  striking 
things  the  boys  told  me  when  they  came  back  from  the  West  was  that  wool  shipped 
in  two  cars  from  Montana  to  one  of  our  balers    V':as  put  into  one  car  after  bal- 
ing.   Whether  i/;e  vjant  to  bale  or  not,  vje  just  vron't  have  enough  burlap  hext^- 
year  to  bag  our  wool  in  the  usual  way.    Baling  will  also  help  the  storage  as         ^  - 
well  as  the  ■  transportati  on  situation.    You  folks  cut  in  the  v/estern  region  kncvj- 
that  this  Australian  wool  is  being  brought  in  under  one  of  the  United  Nations 
covenants  and  is  being  shipped  and  stored  as  far  east  as  Montana  because  of  the 
congestion  in  western  ports.    The  wool  situation  is  going  to  become  more  and 
more  important,  we  think.     The  Australians  are  doing  a  bang-up  job  of  packaging 
their  wool;   it  is  very  carefully  graded  and  baled  and  our  manufacturers  are 
getting  a  taste  of  that  kind  of  wool.    WTaen  the  war  is  over  I  don't  know,  and 
neither  do  you,  what  is  going  to  happen  to  our  wool  tariff,  but  chan,ces  are 
that  m.ore  imported  wool  is  going  to  come  into  this  country  than  in  the  past. 
If  we  are  to  meet  the  competition  fi'om  foreign  vrool,  we  must  do  a  better  job 
of  preparing  our  domestic  v^eols.    For  that  reason  our  people  have  been  very 
careful  this  year  to  see  that  wool  going  into  experimental  bales  is  properly 
graded,  as  we  feel  nothing  will  give  baling  a  black  eye  so  quickly  as  to  have 
the  bales  contain  some  of  the  things  tlmt  bags  have  contained  heretofore.  Ob- 
jection would  be  raised  if  there  v/ere  2  or  4  gi-ades  of  wool  in  one  bale  and  keeping^ 
the  grade  straight  and  preparing  the  right  kind  of  bale  is  a  very  important  \ 
part  of  the  work  we  are  nov;  doing.     Our  mohair  work  v/ill  have  to  slow  dcwn 
until  we  obtain  some  more  money.    We  had  a  cut  in  appropriations  this  year  and 
we  are  going  to  have  to  go  easy  on  the  little  money  w^e  have  left. 

That  gives  you  a  brief  over-all  picture  of  the  Livestock  Branch.     I  am  not  pre- 
pared to  tell  you  today  what  part  of  our  work  can  be  handed  over  to  Regional 
Administrators,  nor  am  I  prepared  to  tell  you  that  none  of  it  can  be  handed 
over.    Vife  have  not  gone  into  the  question  as  yet.'   Naturally,  as  Mt,  Hendrickson 
told  you  yesterday,  as  short  of  money  as  we  are,  we  are  going  to  use  your  of- 
fices for  all.  the  free  v/ork  we  can,  but  just  what  line  that  is  going  to  take 
I  am  nc.t  prepared  to  say  today,    I  am  wondering  if  there  are  any  questions  as 
to  these  different  lines  of  work? 

MR,  CAPPLSIvlAN:    How  about  Australian  v^ool? 

JIM  COON:     Australians  prepare  their  wool  at  shearing  stations;  they  take  off 
all  the  objectionable  parts  of  the  fleece,  grade  the  wool  and  bale  it  and  com- 
press it  in  the  bales  to  300  to  325  pounds. 

im,  CAPPLEFiAN:    They  do  not  scour  the  wool? 

MR.  COON:  No. 

MR.  CAPPLEI/AN:  On  this  peanut  deal  -  that  question  has  already  come  up  in  the 
Dallas  region  and  it  has  also  come  up  in  Atlanta  -  it  is  true  that  they  agreed 
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that  ^82  a  ten  would  probably  be  suf'ficiont,  but  no  one  dreamed  at  that  time 
of  the  additional  cost  we  would  have  ever  what  we  have  riad  in  the  past  in 
handling  these  extra  peanuts.    There  are  a  lot  of  new  points  that  ?vcn*t  be 
able  to  handle  then  as  efficiently  as  the  older  ones;  the  labor  situation  is 
getting  pretty  rough;  and  there  are  a  number  of  other  elements  that  have  entered 
in.     I  don^t  know  v/hat  it  vxill  run  into. 

Iv'IR  REED:    From  v/hat  you  are  saying  and  from  vjhat  other  folks  who  come  up  here 
are  saying,  I  aja  inclined  to  think  there  will  be  a  reduced  acreage  next  year. 
I  do  not  know  how  an  increase  in  the  excess  peanut  price  can  be  made  vjith  the 
present  ceiling  on  oil  and  the  prospects  that  the  supply  of  oilmeal  is  going 
to  be  clear  vout  cf  proportion  tc  the  demand,    VJe  are  up  against  a  pretty  tough 
propX'i^ition,    When  the  Secretary  made  the  $82  arjiouncement  v/e  did  not  know 
^.*jhat  CPA  was  going  to  do.    You  talked  yesterday  about  Section  32  funds;  Section 
32  funds  are  being  used  to  .divert  quota  peanuts  to  oil  uses,    l^aybe  I  am  too 
optimistic,  but  I  have  hopes  tna.t  the  demand  for  peanut  butter  and  confections 
will  be  large  enough  to  take  most  of  the  quota       nuts  and  that  cur  loss  will 
not  be  too  great.    Commodity  Credit  is  unde37VJritir^  the  excess  oil  part  of  the 
program,  even  though  A.M. A,  is  administer ir.g  it.    Along  vrith  that  they  are 
undervtrriting,  or  hope  to,  the  price  cf  meal. 

I  do  not  think  I  mentioned  it  when  I  v;as  talking  about  this  division,  but  the 
Marketing  Programs  Division  has  no  field  staff,  except  for  4  or  5  people  work- 
ing   on  the  p'eanut  program.    Mr.  Morgan,  one  of  our  meat  specialists,  goes  out 
to  Chicago  about  once  every  two  weeks  tc  folio?:  up  v;ith  the  packers.     Our  V/ool 
Division  has  no  field  staff  at  the  moment,  but  the  other  three  divisions  -  the 
Ivlarket  News  and  Grading,  Packers  and  Stockyards  Division,  and  Insecticide 
Division  —  are  essentially  field  outfits.     The  V^ashington  office  is  little 
mere  than  headquarters. 

I  have  enough  functional  charts  cf  the  Branch  to  give  each  Regional  Adminis- 
trate r  one  if  he  would  like  tc  have  it.  They  outline  pretty  clearly  v/hat  we 
are  doing.     I  v/ould  be  glad  tc  liave  each  of  you  take  one.    Thank  you  I 
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COSTO^-^BIAIICH 
Carl  H.  Ho-Dinsoa,  Chief 


The  purpose  of  this  talk  is  to  familiarize  employees  of  the  other  Bri..nches 
of  the  Agricultural  Marketing  Administration  with  the  v;ork  carried  on  "by 
the  Cotton  Branch.    Very  little  needs  to  he  said  about  the  organiscticnal 
set-up,  since  interest  prchaoD.y  centers  on  what  the  Cotton  Branch  is  try- 
ing to  do  and  some  of  the  problems  encountered  in  its  programs.     Some  of 
the  most  important  lines  of  work  will  "be  treated  very  briefly  in  ord3r  to 
stress  that  which  especially  concerns  people  stationed  in  the  field* 

One^  of  the  basic  activities  is  standardization.    The  Cotton  Branch  rs  res- 
ponsible for  making  the  cotton  standards,  the  cotton  linters  standards,  the 
naval  stores  standards  e.nd-  for  setting  up  me'thods  for  grading  cotton  seed^ 

The  cotton  stajidards  are  prepared  under  the  authority  of  the  Cotton  Stand- 
ards and  Cotton  Futures  Acts.    These  Acts  also  provide  that  the  use  of 
these  standa:-:"is  is  ccmpulcory  in  the  United  States  in  certain  types  of  spot 
cotton  transii/ctions  r.nd       .the  delivery  of  cotton  against  cotton  future  con- 
tracts:.   As  a  result,  the  sta-nda,ras  for  upLand  cotton  a.re  used  throughout 
this  country  a.nd  have  been  accepted  by  cotton  men  ever  the  entire  world  as 
universal  standards  for  American  upland  cotton,    D'if f oronces  in  the  quality 
of  cotton  are  recognized  in,  terms  of  mea.3uros  called  grade,  ste.ple,  and 
cha^ractcr.    V>i.erover     possible,  these  quality  designations  have  been  stand- 
a.rdized  by  the  A.M. A, 

Q-rade  is  a  combination. of  three  factors:     (l)  the  foreign  matter  remaining 
in  lint  after  ginning,  (2)  the  color  of  ithe  cotton^  and  (s)  the  preparation 
or  the  smoothness  of  the  lint  after  ginning.     Staple  is  the  length  of  the 
representative  fibers  of  a  sample  or  bale  of  cotton.     Standards  for  both 
grade  and-  staple  §,re  prepared  here  in  Washington.    The  bulk  of  the  standard- 
isation work  is  concerned  v;ith  upland  cotton  v/hich  represents  more  than 
99  percent  of  each  crop.    On  the  other  hand,  such  standards  as  are  necessary 
are  prepared  for  both  Americiua-Eg^^tian  e.nd  Sea-Island  cotton.    The  G-rade 
standards  a.re  put  up  in  black  boxes  containing  12  samples  of  cotton  show- 
ing slight  variations  allowed  within  each  gra,de»    Cotton  men  call  these 
standards  grade  boxes.     G-reat  ca.re  is  used  in  making  these  standards  and 
in  providing  ideal  working  conditions  during  their  preparation.    The  boxes 
for  each  grade  are  mde  as  indenticai^ as  possible.    The  work  is  done  under 
specia.l  lighting  arrangements  and  controlled  atmospheric  conditions  .:.nd  is 
checked  by  highly  tochnica^l  color  mea.surements.    The  sta-ple  standaa-ds  also 
are  prepared  in  an  exacting  ma-nner.    These  consist  of    about  one-pound  of 
cotton,  of  the  described  stable  length  tightly  packed  in  a  pa.per  wrapper. 

Cotton  men  call  these  standards 'staple  types.    Both  the  grade  and  staple 
standards  are  sold  to  interested  paj:ties  for  a  fixed  fee  upon  request. 
Current  copies  of  the  standards  .are  owned  by  .:,11  important  firms  hajidling 
American  cotton. 

Unlike  for  many  agricultural  products,  the  operation  by  i/hich  the  quality 
of  cotton  is  determined  and  designated  is  called  classification  or  class- 
ing, ajid  not  grading.  Cla^ssing  cotton  is  not  a  science  beca^use  no  speedy 
or  accurate  mecha-nical  means  of  performing  the  job  have  been  perfected  to 
date.    Rather,  it  is  an  art  by  v;hich  quality  differences  are  recognized  by 
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sight  cind  feel*    Expert  classing  'requires  natural  alDility,  long  experience 
and  considera*ble  judgement  on  the  pa,rt  of  the  classer.     Classers  have  to 
match  samples  with  the  official  grade  boxes  and  staple  types  from  time' to 
time  in  order  to  do  highly. accurate  work. 

The  Cotton  Branch  not  only  issues  the  standards  which  guide  classers  all  . 
07er  the  world  but  it  a.l  so  maintains  a  sizeable  staff  of  ^  classers  •rhich 
usually  class  several  million  bales  annually.    These  classing  acti'^'ities 
cover  several  different  types  of  work.    One  kind  is  done  only- for  parties 
trading  in  futures  ccntracts.    According  to  law,  all  cotton  delivered  oh  . 
futures  contracts  must  be  classed  by  the  G-overnment,    Then  there  is  another 
classing  service  done  on  a  fee  bci,sis^     Farmers,  cotton  firms,  spinners  cind 
others  often  pay  this  .  small  f.'.::-.od  charge  per  ba-lo  in  order  to  got  --m  in^'    ,  , 
d.ividual  bale  A«MeA,  class  ®n  their  cotton* 

All  cotton  entering  the  Commodity  Credit  Corporation  loan  is  classed  by  the 
Bra.nGh  as  is  that  cotton  disposed  of  through  the  sales  programs  of  the  same 
agency.     The  Branch  also  classes  some  cotton  for -the  Farm  Security  Adminis- 
tration and  for  various  oilier  governmental  agencies  when  they  want  cooton 
cla,s3ed. 

Probably  the  most  important  classing  program  is  a  free  classing  service  for 
producers.    This  type  of  classing  goes  under  the  popular  na.me  of  the  Smith- 
Doxey  service  in  recognition  of  the  men  introducing  into  the. -two  branches 
of  Congress  the  Act  authorizing  the  service.    As  directed  by  this  Act,  free 
classing  is  pi'ovided  to  groups  of  producers  who  are  .organized  to  improve  the 
■quality  of  thoir  cotton.     In  order  to  obtain  this  class,  farmers  are  re- 
quired to  form  a  cc~nmunity  organization  and  designotto  a  responsible  repre- 
sentative to  act  for  the  groupc    Under  this  service,  the  Extehaicn  Services' 
usually  take  the  le.ad  in  going  out  and  organising  these  grouxos  of  farmers. 

Each  group  so. organised  agrees  to  select  a  variety  of  cotton  of  known  merit 
for  planting  and  all  plant  this  one  variety  exclusively  If  at  all  possible. 
After,  the  cotton  is  p]ianted,  each  group  sends  an- application  to  the  A.M-.A. 
for  the  free  classing  service.     If  applications  are  approved,  groups'  are 
provided  with  necessary  ^supplies  for  shipping  samples  to  the  nearest  class- 
ing office.  . . "  . 

As  cotton,  starts  moving,  the  group  makes  arrangements. -.'for  someone  usually 
the  ginner  to  draw  samples.-  It  is  required- that  the  sample  represents 
each  side  of  the  be^le  and  efforts  have  been  made  to' have  these  samples  cut 
from  each,  side.    As  each  sample  is  drawn,  a.  tc?.g  provided  by  the  A.M. A,  is 
inserted  in  the  middle  of  the  sample;    This  tag  is  in  the  form  of  a  franked 
postal  card.    The  name  and  address  of  the  grower  is.  placed  on  one  side  a,nd 
•the  bale  number  is  written  in  a  space  provided  on  the  other^  side  of  the  card. 
After  arriving  at  the  nearest  A.  M.  A  cotton  office,  the.  sample,  is  classed 
and-  the  grade  .and  staple-  is.  entered  on  the  accompanying-  tag  v;hich  is  then 
mailed  back  to  the  farmer,   '  ^  ' 

If   *  ■  - . 

WnQu  the  farmer  -  receives,  the  card,  ho  can  use  the  classification  as  moans 
of- selling  the  cotton.    Only  a.  vo'ry  few  farmer^  ~ard  ::ablc„.  to  cl.i..ss  cotton 
themsolvQ.s  and  moat  ;  farmers  have  boon  marketing --"cotton  without  .knowing  its 
quality,-  And',  quality,  means' big  money  in' connection  with  cotton,  Normally, 
a  range  of  iP  cents  per  ..bushel '  in  the '■price  of  wheat. ;  is  .a  wide- spread,  Tho 
price  of  cotton  today 'would  range  from  as  little  as  lO:.  c^nts,;  per  pound  for 


the  lov;est  -qaalities.  to  as  mch.  as  75  cents  per  pound  for  high  grade  extra 
-•-ong  staple  cotton,  a  tremendous  spread*    Therefore,  the  o"bject  of.  this 
classing  service  is  to"  get  quality  information  "back  to  the  farmer  so  he  can 
be  in  a  "better  position  to  "bargain  v/ith  the  "buyers. 

In  spite  of  opposition  o"a  the  part  of  many  "buyers  to  exccptin^^  the  G-ovoTn- 
iii3  nt  cla.ss,  the  idea,  is  v/orking  out  surprisingly  well.     In  a  nuui)  or  of  in- 
stances,  merchants  w  ill  call  up  .  and  buy  the  cotton  on  the  basis  of  the  equal- 
ity shown  on  the  c;Lass  car.ds  v/ithout  ozamining  the  cottono     In  ojiotner  cr..3G 
a  cotton  cooperative  used  to  employ  a  number  of  classers?    No«-/  the  associa- 
tion has  found  that  it  could  handle  its  cotton  just  as  ofioctivoly  on  the 
class  provided' free  to  the  .orga-i^ed  members  by  the  A*M,-.A,    This  use  of  the 
classing  service  seems  to  polniv  the  'way  to  univori-:'.!  classing >    Along  this 
line  there  is  a  wondcrfu,!.  opportanity  not  only  to  get  over  to  the  farmers 
the  need  for  quality  inf orii?5:iticn  but  interest  them  in  setting  up  an  improved 
system  of  ma.rketing.    This  is  the  program  the  v/hole  ±^.¥l»A,  is  working  on, 
the  increase  of  the  farmers^  income  through  use  of  av^.ilablo  informc^tion  and 
increased  efficiency  in-  marketing  procedure^ 

Along-  this  line,  in  some  znstanoos  as  many  as  300^000  or  400,000  bales  of 
cotton  may  come  into  one  central  point.     If  a  considerable  proportion  of  the 
farmers  were  receiving  the  free  classing  service,  a  largo  vol^xme  of  samples 
vrould  come  into  that  point  ojrid  some  typo  of  central  selling  agency  or  auc*^ 
tion  market  v/ould  be  highly  desirable.     Considerable  thought  could  bo  given 
by  mon  in  the  field  to  ftivorable  locations  for  such  a  .sot  up.     In  areas 
where  production  is  on  a  small  scale,  restricted  volume  of  cotton  entering 
markets  does  net  result  in  the  competitive  marketing  situation  found  where 
larg§  x'olumes  a,re  accumulated • 

Another  type  of  classing  is  in  connection  v;ith  gathering  grade  and  staple 
statistics  used  in  ostimfLting  the  quality  of  the  crop  and  carry-ovoro  The 
quality  of  the  crop  is  estimated  by  securing  samples  from  represontive  gins 
giving  a  cross  section  of  each  producing  section.     Generally  about  6  to  10 
percent  of  the  gins  in  each  section  are  selected  to  provide  a  sample  from 
each  bale  of  their  entire  ginnings  throughout  the  soason.    These  spjnplos 
are        to    A,M,A,  classing  offices.    By  classing  these  samples  ^the  quality 
of  the  crop  is  estimated  by  States  and  districts  within  States,    The  grade 
and  staple  estimates  are  issued  periodically  each  time  ginning  figures  p.re 
released.    The  estimate  of  the  carryover  is  made  in  somoV/hat  the  same  way 
except  tho„t  a  cross-section  of  all  cotton  on  hand  in  warehouses  and  e.t  mills 
is  classed  as  of  the  first  day  of  each  August,    Prom  this  information,  the 
grade  and  staple  of  the  carry-over  is  estimted  at  the  beginning  of  each  new 
cotton  season. 

Still  another  phase  of  classing  is  in  connection  v;ith  licensed  cla.ssors. 
Classers,  who  from  their  record  of  experience  shov/  that  they  are  oxporienced 
cotton  men,  are  allowed  to  take  a  practical  examination  in  classing  cotton 
on  the  basis  of  the  official  standards,    Vfncn  they  satisfy  the  A,M,A.  that 
they  know-how  to  classify  cotton  in  this  wo.y,  they  are  given  a  license. 
As  long  0.S  they  hold  their  license",  they  have,  to  class  cotton  strictly  accord- 
ing to  the  sta„ndards.    They  are  supervised  closely  o.nd  their  license  is-f-taken 
a.way  if  they  class  cotton  otherwise. 


-  131  - 


The  Branch  also  has  the  task  of  keeping  its  ovm  classing  uniform.  During 
the  "busy  sea^son,  some  300  classers  are  employed  at  offices  scattered  over 
the  entire  Cotton  Belto    The  high  degree  of  uniformity  characteristic  of 
the  A.MoA,  classing  is  oljtainod  iDy  the  work  of  a  supervision  toard  at 
Memphis,  Tonnosseoo    Each  classor  sends  in  a  lot  of  cotton  that  ho  h.:is 
clashed  each  day  for  the  "board  to  check,     Jn  that  wry  the  classer  knows  how 
woll  he  is  classing*    Tlio  classer  is  not  allov/ed  to  choose  the  check  lot 
himself.-.    The  officer  in  charge  of  the  field  office  selects  tbose  check 
samples  at  random^    This  allovJs  a  good  check  on  classing  v/hich  has,  shovm 
more  and  more  unifornity  co.ch  year.     It  is  a  fact  that  thv^ro  has  "been  a 
definite  trend  tov,ard  closer  agreement  'botween  classers  and  the  supervising 
"board  for  the  past  6  year^-ii.  scr.f^:on,  83  perc-^'-at  of  'the  chock  lots  .wore 

on  the  head  for  si  aple  lar.'^  99  ;..-j,frccnt  was  v/ithin  l/o2  of  an  inch  in  agr6d-  ,. , 
mente     It  must  be  remembered  that  l/o2  inch  is  about  as  wide  as  a  pencil 
mark » 

In  addition  to  classing  cotton,  .'.the  Branch  also  grades  cotton  linters*  All 
linters  for  the  lend-Lease  Program  are  handled  on  the  i^tMoA*  class Also 
a  tremendous  ar:ount  of  vfo  1:  if,  fl.--ae    for  the  WoPtB,  and  other  war  agencies 
in  regard  to  1;he  supply  of  linters  needed  for  militiiry  purposes^ 

The  v.Jork  of  the  Branch  in  regard  to  cotton  futures  trading  has  been  jTien  - 
tioned*     In  this  connect?. on,  cotton  futures  contracts  are  based  on  Middling 
15/16  inch  cotton^    A  number  of  other  qualities  can  be  deJ.ivered  against 
contrpct 3  w i hh  allowances  heing  made  for  the  d^ifferoncj^  in  quality.  The 
differences  in  value  for  grades  a"bove  or  below  Middling  and  staples  longer 
or  shorter  than  15/16  inch  are  based  on  the  quoted  differences  m  10  desig- 
nated spot  markets..     In  each  of  these  markets  there  is  a  quotations  com- 
mittoe  of  buyers  and  sellers.    These  meet  each  day  .and  determine  the  price 
of  Middling  15/16  inch  cotton  and  what  the  differences  in  value  are  for 
qualities  above  and  below  that  grade  and  staple.     In  order  to  see  that  those 
committees  do  their  joh  properly  and  are  not  unduly  influenced  by  outside 
sources,  a  supervisor  from  the  Cotton  Branch  makes  a  visit  to  each  market, 
about  every  two  v;eeks. 

In  rego.rd  to  market  news,  the  Branch  puts  out  market  news  on  cotton,  cotton- 
seed and  cotton  linterso    Market  news  on  cotton  and  cottonseed  is  issued 
"by  the  field  offices  except  for  one  weekly  market  news  reviev/  released  here 
in  V/ashington,    This  weekly  report  is  consolidated  with  market  news  collect- 
ed at  the  field  offices  and  is  also  issued  weekly  in  the  field  at  several 
offices.    Cotton  market  news  reports  are  the  basis  of  the  supervision  of 
the  price  quotations  carried  on  at  the  10  designated  markets.    Prices  aro 
also  reported  in  market  news  releases  for  about  10  other  markets  over  the 
United  States,    The  Cotton  Br-nch  for  a  long  time  h<:is  issued  daily  and 
weekly  reports  "by  press,  radio  and  through  mimeographed  releases.  About 
four. years  ago  when  the  Smith-Doxey  classing  started^  market  news  was  sup- 
plied directly  to  the  groups  of  farmers  receiving  the  service.    Aout  83,000 
bales  were  classed  the  first  year  and  in  the  season  Just  finished  more  than 
2-1/2  million  "bales  were  classed  Vvdthout  charge  for  farmers.    The  total 
membership  of  the  groups  eligible  for  the  service  has  doubled  many  times, 
Bot  only  have  they  heen  given  an  impartial  class  on  their  cotton  but  they 
have  been  getting  market  news. 
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Knowing  the  general  price  Level  of  a  commodity  without  knowing  its  quality 
is  little  help  in  selling*    Also,  knov/ing  the  quality  without  any  . information 
as  to  price  is  not  much  good.     The  Bra.nch  is  attempting  "by  several  methods 
to  get  quality  and  market  news  information  bfick  to  the  farmer  that  will 
allov/  him  to  figure  the  price  he  should  get  at  his  nearest  market.  Each' 
day  there  is  e.T^  change  in  the  market,  each  approv^ed  group  is  sent  the  prices 
of  the  various  qualities  of  cotton  quoted  at  the  nearest  major  market  along 
with  the  closing  fii':ures  prices  for  bliat  day*    Usually  the  group  v/ill  get 
this  information  the  following-  day.    Arrangements  have  hoen  made  v/ith  most 
of  the  major  radio  stations  to  oroadcast  futures  prices  revoral  times  each 
day.    3y  listonirg  tc  their  radiios,  farmers  are  ahlo  to  fir^d  out  v/hother  or 
not  the  market  has  gone        or  c.'': .vii,     by  using  futnr'cs  prices  togGChor  with 
■'the  informr.ticn  on  prices  at  tii)  spo'o  market,  fai  .i^i's  can  kncv;  vhat  cb?.ngo 
to  expect  at  their  ov;n  E.aikot  o'.i  any  one  day.    Pri'^'os  are  not  chocked  in  this 
v;ay  oy  farmers  as  much  as  they  ought  to  oe»    Anot.ior  big  Job  is  to  educate 
farmers  in  regard  to  the  need  for  quality  aad  price  information  in  increasing 
bargaining  position  and  to  got  them  to  use  these  services  to  the  best  advan- 
tage* 

The  market  news  work  for  cotton3ood  is  limitod  largely  .to  the  territory  in 
\\^hich  cottonsG*-d  is  handled  on  ^rade*    Cottcnseod  grading  is  doie  in  the 
Mississippi  Valley  States  for  the  most  party  so  tnc  market  news  work  for 
■cottonseed  is  confined  largely  to  that  region.    Those  market  Moi.^s  reports 
lisG  rather  complece  information  on  the  current  m:\rkot  situation  for  cotton- 
seed in  large  numbers  of  counties  in  these  States.    The  weekly  cottonseed 
reports  show  tho  range  in  grado  and  the  averago  grade  of  seed  by  counties. 
Also  shov/n  are  the  eivorago  prices  per  ton  paid  on  seed  at  the  gin  and  tho 
averago  car-lot  oil  mill  price  for  seed  of  the  Ipasis  grado,  100,    Por  es- 
am.ple,  the  range  in  grado  of  seed  in  one  county  may  run  from  90  tc  110  with 
an  average  of  105.     If  seed  in  car-lots  at  the  oil  mills  is  $50  per  ton  for 
,  tho  basis  .grade,  the  price  for  the  average  grade  ivould  be  ^52.50  -per  ton# 
J'armcrs  by  knowing  the  oil  mill  price  of  Ithe  average  quality  of  seed  being 
ginned  can  figure  out  freight  and  handling  che.rges  between  the  gin  and  mill 
rjid  see  if  the  prices  being  paid  at  the  gin  are  in  line  v.'ith  oil  mill  pricos 
on  the  basis  of  quality. 

Market  news  is  also  issued  on  cotton  linters.     In  a  sense,  lintcrs  are  not  a 
farm  product  since  they  arc  taken  off  the  seed  at  the  oil  mill.    There  is 
little  need  tc  go  into  that  because  linters  aro  an  important  cotton  seed 
product*    Tho  Cotton  Branch  gets  out  a  weekly  market  Jiews  review  showing  in** 
formaticn  on  the  average  prices  for  the  various  grades  of  linters.  xi.gures 
are  also  included  on  tho  stock  of  linters  on  hand  and  other  quantitative 
inf oriir.t ion  tho.t  will  be  a  help  to  the  linters  people. 

In  addition  to  the  described  market  nev.'s  on  cotton,  reports  are  also  sent 
cut  on  the  cloth  markets,  the  consumption  and  supply  of  cotton  and  now 
programs  affecting  the  farmers  such  as  G-overmiont  Loans,  etc.    The  Cotton 
Branch  is  not  at  altcgjether  satisfied  with  the  market  news:program  .in  spite 
of  the  progress  that  has  been  made.     This  is  one  of  the  biggest  fields  in 
which  farmers  noed  current' and  accurate  information.    Tho  A.M. A.  is  doing 
v;hat  it.  can  v/ith  the  money  available.    The  biggest  trouble  is  that  there  aro 
not  enough  employoos.  working  on  this  problem  to  explcro  all  the  possibilities.. 
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Brief  mention  needs  to  be  made  of  some  of  the  things  th^-t  are  "being  done  in 
regard  to  new  uses  for  cotton  and  the  diversion  of  cotton  into  products  for 
which  it  is  not  commo:oly  used*    The  cotton  "bagging  program  was  started  in 
1939  and  nearly  one  million  patterns  were  used  that  year.    A  pattern  is  the 
coveriiip^  for  a  "bale  of  cotton  and  that  means  nearly  one  iDillion  "b.-J-es  were 
wrapped  with  cotton  "bagging.    The  manufacture  of  4  million  patterns  has  loeon 
authorized  under  the  prog-^am  for  this  season  just'  smarting* ■   Next  year,  the 
program  may  call  for  ahO'it  8  million  pattornsG    The  V/oPeBr.  ,  scorns  anxious  for 
such  a  huge  program*    Undor  this  program,  smfG.l  suosidos  are  granted  to  tho 
manufacturers  so  that  farmers  can  Duy  the  cotton  "bagging  at,  prices  con>- 
para"ble  to  those  for  other  materials » 

The  cotton  insulation  pro.^-rams  ^-rere  started  in  1940o    A"baut  90^000  pounds  -  , 
were  used  in  that  yesr,  axOproxlraately  V00j,000  pounas  in  1S41  and  apparently 
ahout  5  to  6  million  poiiads  will  "be  used  in  1942o     The  subsidy  necessary  in 
order  to  exioeriment  in  this  field  has  heen  very  high  relative  to  the  cost 
of  cotton,    iTor  this  reason,  present  attention  to  this  progra,m  may  not  be 
great  e    On  the  other  ho.nd,  this  field  of  wcrh -.shows  much  ipromise,  especially 
whore  weight  i.s  a  factor,,     Cottoi;  has  been  i^t^ed  successfully  as  insulation 
in  homes  and  apipraently       well  :  daptod  for  u:~-e  in  i  of r j  ,^_;n..:ator s,  aircraft | 
and  rcfrigeratrr  freight  cars,     I'ottcn  appears  to  he  suitable  "ot  only  for 
insulating  against  heat  or  cold  but  also  for  shutting  out  sound o 

The  mttress  program  has  boon  talked  about  greatly  and  has  done  a  wonderful 
lot  of  gocdl    Tho  possibility  of  getting  into  that  progrrau  again  this  year 
is  not  Icnov/no     Certainly  there  is  still  lots  of  .in.eed  for  good  mattresses 
throughout  the  country. 

The  cnc«vai"iety  marketing  progrom  operated  last  yair  and  started  in  about 
1938»    This  has  been  a  demonstration  program  whereby  payments  v/ere  given 
tc  cotton  merchants  in  order  to  allow  them  to  pass  back  part  of  th:.  s  cubsidy 
to  the  farmers.    The  program  showed  farmers  the  best  methods  of  ginning, 
packaging  rjid  handling  cotton.     Cotton  com.munities  cooperating  in  tho  program 
planted  a  single  variety  of  cotton,  ginned  it  at  specially  selected  gins, 
and  po.ckagcd  it  in  the  proper  manner.    This  cotton  was  classed  in  the 
locality  by  A,M»A,  classers  and  was  bought  from  the  farmers  on  the  brisis 
of  individual  bale  q_uality.    The  one^-variety  cotton  was  moved  tc  tho  mills 
in  large  lots  to  show  tho  mills  the  uniformity  of  quality  that  could  bo  ob- 
tained by  one-variety  production.     This  demonstration  also  showed  the  farmer 
that  sound  marketing  practices  really  wore  tc  his  advcuntage. 

This  year,  a  pure-seed  program  is  being  developed.    One  difficulty  found  in 
quality  inrprovement  a,nd  the  growth  of  ithe  one-variety  m.ovement  is  the  high 
cost  of  good  planting  seed»    Not  only  that  but  ^there  are  so  mc.ny  seed  deal- 
ers in  each  community  who  are  pushing  their  own  brand  of  cotton,,     So  this 
year,  the  cotton  planting  .program  is  being  put  on.    Again,  this  is  a  program 
where  the  farmers  would  organize  themselves.    The  Extension  Service  in 
Texas,  Georgia  and  the  Carolinas  are  very  much  interested  in  it.    Each  State 
will  set  up  a  committee.    On  the  basis  of  experiment  station  records  and 
other  data,  the  comiuittee  in  each  State  will  establish  several  zones  not  to 
exceed  eight  in  num"ber  which  v/ill,  allow  for  differences  in  soils  and  climato» 
Recommendations  will  be  issued  as  to  otho  varieties  approved  for  plp.ntmg  in 
each  zone.    To  give  farmers  some  lee-way  in  selecting  a  variety  to  plant, 
several  varieties  will  be  named  for  each  zone,    Earmers  desiring  to  plant 
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one  of  the  approved  kinds  of  cotton  v/ill  orgr^nizc  and  rocoivo  a  subsidy  to 
allow  txiGm  to  got  good  sGod  oX  a  prico  they  can  afford. 

Little  timo  needs  to  be  spent  in  discussing  the  Export  Subsidy  Progr.am, 
This  pro^riimiis  pre-Lty  voll  cleared  up  at  present  and  will  be  complebed  by 
the  fi.Vk'.t  of  the  year  urless  scnc  now  arrangements  are  nade  with  Ca.icda. 
Possibly,  there  night  be  sone  do.iiand  from  a,  few  other  countries.     The  idea 
should  not  die  but  it  is  not  knoivn  v/hether  another  such  program  will  be 
necessary  or  not. 

Another  interestir.g  program  is  the  diversion  of  cotton  for  the  manufacturing 
of  high^'grado  papero     Su.:-.  a  ^rcrvan  is  not  being  carried  on  this  season 
but  during  19^0  ai  d  1941c  a  tc  ::..i  of  a":;out  o  mil]  .l>.:i  pounds  of  cotton  and 
cotton  waste  v.'as  uced  i:i  mair.in^;  fine  w.riting  paper.    W/on  I'jith.  financial 
assista^nco  nov;' having  been  discontinued,  some  mrr._.iacturcrs  are  still  using 
some  cotton  and  Gotten  prcducts  instead  of  ragSa 

The  nature  and  purpose  of  the  Lease-Lend  Program  is  well  known.    There  is  no 
need  to  spend  time  ca  thav  torj'-.Cc 

Cotton  £e^,d  gr^iding  r\'as  mentioned  in  cornection  with  ina.rket  ne'.'^e  Probably 
this  needs  a  b_-lef  dsscriptionj     Oottoa  seed  has  been  one  of  the  most  difii*« 
cult  commodities  for  which  to  determine  grade.    There  have  been  msjay  methods 
tried  but  a    nijonber  of  years  ago  the  Cotton  Lranch  v/as  able  to  perfect  an 
acceptable  commercial  procedure-     This  method  is  based  on  a  combination  of 
factjorsc     These  include  the  qiiantity  and  qc.iJi'oj  of  proG,i:ts  obiained  during 
the  process  of  :tl^-5hing  seed,  su(jh  cas  the  oil  and  cake, and  the  qua,lity  of 
the  seed  itself  in  rcapects  that  influence  milling  properties,    for  a  number 
of  years  the  Branch  has  received  an  appropriation  for  putting  on  this ' program. 
It  has  been  hand.led  as  a  voluntary  proposition  cand  as  previously  m..;.-!tioned, 
is  operated  at  the  present  time  only  in  th(;  Mississippi  Valley  Ctr.'ost.  In 
planning  this  program,  the  mills  signed  £an  agreement  that  in  return  for  the 
grading  service,  they  v/ould  buy  all  of  their  seed  on  the  basis  of  grpxle. 
This  pra'"^tice  is  followed  particularly  in  the  delta  section  of  Mississippi 
v;herb  ceoperation  runs  about  90  percent.    At  each  cooperating  mill,  one  or 
more  of  the  employees  have  obtained  a  license  from  tho  Bepartm^ent  as  a 
cotton  seed  sampler^     These  licensed  samplers  are  under  bend.    With  special 
oquipment  devised  for  the  purpose^  a  sample  from  about  50  to  60  pounds  of 
seed  is  drawn  from  each  car  load  of  seed.    ,The  sample  of  seed  is  placed  in 
scaled  cans  and  sent  to  a  licensed  chem.ist  for  analysis.     In  most  instances, 
the  seed  is  bought  from  the  ginner  on  the  basis  of  the  quality  shown  by  the 
grading  process.    Hewarding  ginner s  in  this  way  has  caused  them  to  clean 
and  to  handle  their  seed  more  carefully,  and  probabJ.y  has  indirectly  im- 
proved the  harvesting  of  cotton  by  farmers*     Without  question,  this  program 
has  been  of  benefit  to  farm.ers.    But  again,  there  is    tho  problem  of  getting 
this  benefit  directly  to  the  farmer.     The  difficulty  is  that    it  costs 
around  $2.00  to  run  one  of  these  analyses.    For  a  car  load  of  seed  tho^t 
means  less  than  10  cents  iper  ton.    3u~/  for  a  wagon  loa.d  of  seed  ovmed  by  a 
fa,rmer,  that  cost  is  prohibitive  not  counting  the  loss  in  seed  needed  for 
sample. 

The  next  field  of  activity  is  research.    Ordinarily,  many  people  in  action 
programs  are  not  interested  in  this  type  of  work^  but  the  research  dono  in 
the  Cotton  Bre.nch  may  be  of  interest.   -  A  number  of  things  iioportant ' f roifi- 
standpoint  of  the -Brajnch  will  bo  passed,  over  briefly^    Cons^idoraljle  gtudy 
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is  being  given  to  marketing  outlets  for  cotton  and  better  methods  of  pack- 
aging, handling,  and  marketing  cotton*    lor  exam^plo,  there  appiCars  to  be 
considerable  waste  in  handling  cotton  under  present  conditions*    A  bale  of 
cotton  is  often  loaded  into  a  freight  car  at  the  gin  and  shipj^ed  to  a  noarby 
comprcf!'.3»    At-  the  compress  the  bale  is  unloaded,  corirprossod  to  a  smalior 
slEO,  and  rcloadcc';,.  into  a  car  for  further  shipment ,     Through  research  en  this 
problem,  a  gin  press  hae  boon  doToloped  that  will  put  cut  bales  v/iiL  the  same, 
density  now  cbtai-iei  at  the  coLipi'css  for  domestic  shipment*    At  the  present  . 
time  it  is  not  practical  to  propose  any  such  revolutionary  change  in  oqui]p- 
ment  req_uiring  a  large-scale  use  of  critictil  materials.    Later,  it  is  hoped  ' 
that  it  will  bo  -posr-i'.blo  to  pro::.s--out  bales  at  the  gin  in  such  a  manner 
that  they  can  be  i;e';  od  to    hei     ■.■.inal '  destinatio-i  without  having  to  be  need^ 
lessly  hanllcd,  locded  arxl  re--."' oadcd .  and  coinpresccd  enroute,  '  ' 

Another  point  is  the  sampling  cf  cotton  as  ;it  is  now  dcro*     The  usual  prac**'  ■ 
tice  of  cuttirig  a  number  of  saiiples  from  each  bale  is  a  very  wanteful  foa« 
ture  of  nfflrketing  because  of  the  resulting  weight  loss  and  dam.age  to  the 
bale  covoring.    Also  samples  drav/n  from  the  sr.rface  of  the  bfile  do  not  al- 
ways represo„     the  oualii  y  cf  co'Jton  ■^.•hrou^nout  the  entire  balo»  Several 
years  ago ,  stu.iies  wore  r 'arte-  ,  about  the  ijorsib  •.  1^ -y  of  removing  samples 
by  Fiechanical  neans  'luring  ginn'.ng«    A  devic-j  has  loon  made  tl^^-^.t  will  do 
the  job  automatically  and  do  it  well.    By  this  dovii  ce  one  can  draw  a  small 
sample  or'  a  ve-.'y  large  one  which  can  be  divided  into  several  px,>rtioas  so 
that  the  bale  will  not  have  to  be  cut  to  pieces  as  it  moves  to  the  mill. 
The  present  i^'iochanical  sampler  does  not  wrap  the  sample  automc'.t  *  cally  so 
the  prcb].em  is  now  to  devise  a  machine  that  will  dra.w  a  ^ruo  sn::plo  cf  tho 
bale,  and  v/rap  and  identify    the  sample  entirely  by  mechanical  Lsans* 

Several  years  ago^  a  practicevl  and  economical  permanent  bale  ma.rker  was 
developed  by  tne  Cotton  Branch,.    Iden<:ijfy7,ng    m^arks  placed  on  cotton  bales 
at  the  gin  c'.re  almost  alw.-i^ys  removed  at  the  compress.    Per  thj^i  rfjason, 
bales  which  are  plated  or  false-packed  at  the  gin  cannot  be  traced  UD^ck  to 
their  origin^    AlsCp  there  has  been  a  practice  of  cotton  merchants  selling 
spinneii';  bales  from  producing  sections  other  than  that  named  in  the  sales 
contraots,    A  perm.anent  bale  tag  v/ould  stop  most  of  these  things.     The  per^ 
manent  tag  developed  through  tbose  studios  is  fireproof  and  would  prove  of 
great  value  to  insurance  companies  in  adjusting  losses  from  cotton  fires. 

Another  important  job,  particularly  at  the  present  time  is  being  done  in 
connection  with  the  quality  and  the  origin  of  cotton  consumed  by  cotton 
mills o    As  is  commonly  known,  the  producer  and  consumer  of  cotton  have  had 
no  means  of  commxini eating  with  each  other  except  in  a  few  instance s»  Often 
the  spinner  has  boon  in  the  da-rk  on  v/here  to  obtain  his  supplies  of  cotton 
most  advantageous]. y.    Tho  farm.cr  has  boon  oqu-ally  in  the  dark  about  v/hcro  his 
cotton  was  being  used.     Since  farmers  usually  deal  only  with  rlio  local  buyer^ 
they  have  had  little  idea  of  what  quality  of  cotton  they  were  growing  or 
what  q_uality  of  cotton  they  oiight  to  attempt  to  grow.    Apparently,   there  was 
need  for  definite  infornntion  on  what  qualities  of  cotton  the  mills  Jieoded 
and  v/here  they  usually  wont  to  get  such  cotton.    About  three  years  ago,  some 
work  was  started  along  this  line  and  a  -  survey  was  m^ade  of  the  volume  and 
staple  length  of  cotton  consumed  by  mills.    Excellent  cooperation  was  re- 
ceived from  mills  on  this  study  and  persono.l  visits  were  made  by  cotton 
specialists  to  about  85  percent  of  all  the  active  cotton  spindles  in  the 
entire  United  States,    An  attempt  is  being  made  to  miko  practical  use  cf  this 
information  by  arousing  the  interest  of  State  agencies  and  Extension  sorvices 
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in  the  results  shown  "by  the  survey.    Through  these  agencies,  it  is  hoped 
that  the  information  will  get  "back  to  the  farmer.     In  that  case.,  he  ca-n  plant 
the  kinds  of  cotton  most  needed  "by  the  mills.  - 

There  is  also  girning  researchs     Cotton  qc  inners  are  paying  more  ai-.d  more 
atte^.ticn  to  tlie  preparai^ion  of  cotton  they  "buy,    P^^eparr.^ion  refeis  to  ihe 
smoothness  v/ith  v;hich  the  lint  is  ginned.     Cotton  >;Lich  is  roUf^h,  stringy 
or  nappy  after  heir-^  ginned  is  lowered  in  grade  and  value.     It  is  certainly 
undesirahle  for  a  farmer  to  spend  a  lot  of  money  for  good  seed^  work  hard 
in  making  the  crop,  pick  his  cotton  carefully  and  then  take  it  to  a  gin  and 
have  poor  ginning  offset  the  espr  .-ted  "benefits  of  all  this  troiiblG  and  expense. 
Actually,  the  labor  ci  a  '/'lole  ^--ason  ?an  he  ruin3c.  at  the  gin  in  a  few  min- 
utes.    Cot- on  can  bo  "badV"  da20,.:jd  during  the  giiv:i:.n.g  operation-     Oi'ton  the 
value  of  the  cotton  is  reduced  L:-Gverai  dollars  ps  ?  "^^ale  and  occasionally 
losses  run  much  higher  particularly  for  long  stc:p].e  cotton,    A-^.  prcc-ont  staple 
premiujns,  a  "bale  of  l-l/-.-  inches  staple  would  "be  lowered  "by  a'Dout  $55*00  if 
it  was  reduced  from  a  Middling  to  a  Low  Middling  grade  during  gjnningc  G-ins 
v/ith  inadequate  ccuipment.,  machn  nery  in  a  p  ^c:'  state  of  repair,  cr  good  aquip- 
nc;'ib  Oj^eiated  J.^properly  .vive  a  irixi  sa^u^leo    The  5xr.r..ing  laboratory  of  the 
Department  has  attempted  vo  inv- .i  t-igate  all  the  can.F  ^s  o;^'  "ooor  ginning  r:jad 
every  time  something  new  is  found  to  help  the  situation,  it  ii-  Immod lately 
passed  cn  fo  the  farmers  and  ginners.    Tests  have  showri  that  many  gdnners 
used  too  tight  a  roll  in  ginning  and  that  the  saw  speeds  used  at  mrny  gins 
were  too  slow.    Gin  manufacturers  now  recommend  that  sav/  speeds  formerly  as 
low  as  450  revolutions  per  minute  be  increased  to  about  '^oO  revolutions  per 
minutoa.    -J-roat  care  has  been  taken  to  point  oug  t]?e  need  for  careful  harvest- 
ing and  handlii:.g  of  seed  cotton  by  farmers.    Another  thing  worked  out  was  the 
artificial  drying  of  green  or  damp  seed  cotton.     Seed  cotton  with  excessive 
moisture  content  will  not  gin  sm,oothly.    Dryers  h^.ve  been  perfected  where 
the  seed  cotton  is  introduced  into  a  stream  of  hot  air.    This  art:.'!icial 
drying  process  has  cut  dov/n  on  rough  gin  preparation.    iJow  more  than  1,000 
gins  are  equipped  v/ith  mechanical  dryers. 

There  is  also  spinning  research.    For  a  number  of  years  the  Cotton  Branch 
has  worked  with  the  Bureau  of  Plant  Industry  in  connection  with  the  spinning 
properties    of  various  varieties  of  cotton.     Studies  have  been  made  of  15 
varieties-*    This  has  included  fiber  tests  and  spinning  tests  to  see  v;hat 
the  utility  of  the  various  grades  and  staples  were  according  to  variety. 
A  world  of  information  haa  been  turned  out  cn  this  subject  an.6.  it  has  been 
determined  to  a  largo  extent  what  varieties  of  cotton  have  the  best  spinning 
value.    Of  course,  one  trouble  is  that  varieties  change  so  fast  it  is  hardly 
possible  to  keep  up  with  them.    Another  problem  is  to  cut  down  on  the  named 
varieties  and  stop  this  aimless  practice  of  arousing  interest  in  jji  old.,. va- 
riety by  giving  it  a  new  name.    There  is  need  for  regulations  that  v/culd 
make  it  neccssoxy  for  a  seed  breeder  to  have  cotton  pass  rigid  tests  before 
it  is  actually  passed  on  as  a  new  variety. 

Some  research  is  done  in  connection  with  standardization.     In  Vfeshington,  a 
laboratory  is  mcaintained  to  insure  the  highest  possible  degree  of  accuracy 
in  making  the  standards.    When  cotton  is  needed  for  a  standard,  a  bale  is 
brought  that  duplicates  that  standard  as  exactly  as  jpossible •    Before  cotton 
is  used  for  standards,  it  is  subjected  to  very  rigid  tests  in  the  laboratory 
as  to  the  length,  uniformity,  strength  and  fineness  of  fibers  in  order  to  see 
that  it  matches  the  intended  standard. 
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Some  work  ■.has  "been  .donQ-  on  -  artificial,  cl.ay-tlght'lng;'""'  8nita;'ble''  for  cotton  'class- 
ing requirements.    Unti.l  Yfry  recentlyf  cpytpn  has  l^e^n  'classed  under  natural 
daylight  conditions^  the.  G-oTernment  having  developed' a  special  type  of  ■  north 
skylight" 'for  this  r;?.rpog.^e,  -which  is  widely. used»  .:  Now,  artificial  daylight- 
ing  unil.s  have  'been  developed  ■  which  ■■■givG '  satisfa.ctory  classing  resul  ts* 
^Eheso  units.- give  -  from  60  to  80  foot  candles  at  the  working  level.    This  is 
more  thaia  l^good  li.^ht"  for  wint-or  but  less  than  "good  light"  for  surMcr  time. 
•These' units  are  working  .out  very  well*,    Some  .private  concerns  arc  ■using  them 
and  can  now  class  cotton  satisfactorily  on  ..dark  days  or.  oven  at  night 

From  this  spinning  and  .star]dardi"ation  research^  a  system  has  been  worked  out 
whereby  the  chsrac  fceristii  -.s  of  .-.cttcn  fibers  givin-':  good  spinning  reauXts^ 
can  be  recognized  'In  a'  rr^iCtic inannt;r»  ,  ^i'o^tuna^: -lys  the  tecLr'lql;;.e  "c>f 
testing  cotton  fibers  fcr  spinning  properties  and  ^^.^ility  has  been  developed 
to  the  poirt  where  such  v:ork  can  be  done  with  sufficient  cpeed  to  be  put 
on  a  commGicial  basiso    Congress  has  passed  a  law  providing  e.  fiber  testing 
service  for  cotton  brooders  and  cthcrso    The  reason  back  of  that  law  is 
v/hat  has  happf^-'o^^d  in  the  past  du^'ing  cotton    reeding  wo ;i'k.<»    A  cotton  brocdor 
would  pick  o.-\.  a  plant  th.-.t  IccV.  1  good  to  hir-^-,  .  "J'ho  seed 'from  that  plant 
would  be  saVGc-  and  p.I'antco.  nex':  ;;.,^a,r  and  agaii;.',.  and  again  :intjl  enough  seed 
was  on  k and  to  put  cn  the  inarkot  for  sale.    Often  farmers  had  u.'Mght  the 
seed  and  producv^d  the  cotton,  £0!j?o  lint  of  this  kind  of  cotton  v/ould  finally 
reach  the  mill  and  be  spun  and  n-:'0.dc  into  c].oth,    0ft cn  it  turned  out  that 
the'  cotton  had  poor  G]pi^-^^'ii'-g  prcporticso    Breeders  thcm^lGlves  recognized  the 
•'wasteful  and  haphazard  ro traits  encountered  in  this  pract'ce,    l^ow  this  new 
testing  corvvco  has  been  provided  for  the  SGod-hrogci.ersc,    A  nuilvcr  of  differ- 
ent  types  of  tests  are  made  available  including  arrays  of  the  fibers,  meas- 
urements of  the  strcTigth  and  fineness 'of  the  fibers  and  completo  spinning 
■tests  for  corded  yarns.     Some  of  these  tests  ^ard  highly  technical  involving 
microscopic  ezamination  of  cross  sections  of  fibers  e.nd  the  use  of  Z'-ray 
equipmcntsn   Several  hundred  samples  were  tested  last  year.    Varying  fees 
are  charged  according  to  the  extent  of  testing  services  desired.    A -complete 
fiber  ar-'d  spinning  test  is  provided  for  $26t00.    The  work  gives  great  prom- 
ise bec.-ase  it  provides  a  method  whereby'breeders  can  definitely  meaf^ure 
the  characteristics  of  a  new  cotton  before  it  is  offered  to  the  public. 

Then  there  is  the  Administration  of  the  Naval 'Stores  Act,    That  law'  has 
several  purposes.    One  is  t,o ■  exercise  control  over  interstate  commerce  in 
spirits  of  t'cirpentine  and  : rosin  In  order  to  prevent  the  sale  of  adulterated 
or  mi s-'branded,,na,val  stores.    Another  is  in  connection  with  sta.nda.rdization 
for  such^prodlicts.     Standards  for  naval  stores  are  in  effect.    There  is  a 
tremendous  amount  of  work  in  connection  with  naval  stores  •"being  done,  for 
■the  Lend-lease  program, 

X)ne  of  the  chief  difficulties  is  getting  the  results  of  this  work  right 
back  to  the  farmer  who  needs  it.    One  thing  the  f?>,rmor  requirisis  is  a  better 
system  of  marketingv  .  There  is • considerable  waste  and  inefficiency  in  the 
handling  of  cotton  particularly  in  the  types  of  markets  whore  f. armors  sell. 

Another*  big  problem  is -In  connection  with  iDalancing  the  quality  of  production 
with  the  quality  requirements  and  preferences  of  spinners.-    In  this  conncc- 
tionv'  there  is.  not  only  the- diff  iculty' of  getting  .farmers  to  plant  the  proper 
varieties  but  there  is  the  effect  of  climatic  co.nditj^on.3  oxi  the ''quality  of 
cotton  produced.    Certain  sections  of  the  Cotton  Belt  o.re  hot -well  adapted 


to  growing  some  of  the  qualities  of  cotton  most  in  demand,    Jormerly,  the 
cotton  made  in  these  sections  went  into  the  export  trade  which  now  is  ahout 
gone,  at  least  temporarily.    This  lack  of  balance  has  resulted  in  a  sizeable 
sui^lus  of  the  shorter  staples  and  lower  grades  of  cotton.    Mention  has  "been 
made  of  the  huge  carryover  of  about  10,425,000  bales.    Some  of  this  cotton 
is  low  in  grade  and  short  in  staple  and  is  not  in  much  demand  by  mills  at 
the  present  time.    Efforts  cjcq  now  being  mado  to  get  the  farmers  to  plcjit 
the  longer  staples  and  to  try  and  harvest  and  handle  the  seed  cotton  in  such 
a  way  that  they  will  make  available  a  bigger  proportion  of  the  higher  grades. 
For  war  purposes,  many  of  the  cotton  goods  in  the  greatest  demand  have  to  bo 
made  from  the  higher  grades  and  longer  staples  in  order  to  moasure  up  to  suit- 

^  able  strength  roquiroments.    This  L-orgo  scale  use  of  high  quality  cotton  in 

the  war  effort  probably  is  going  to  add  to  the  surplus  of  the  lower  qualities. 
Under  present  conditions,  mills  are  demanding  better  and  better  qualities  of 

9^  cotton.     If  this  trend  should  continue  over  a  period  of  time,  it  might  reach 


the  point  where  some  of  the  extremely  low  gropes  might  even  come  under  the 
heading  of  by-products.    One  of  the  big  problems  on  hand  is  to  find  practical 
outlets  for  the  very  lowest  grades.    When  cotton  is  extremely  low  in  grade, 
it  makes  little  difference  whether  or  not  the  staple  is  long  or  short. 
Cotton  of  those  grades,  v/ith  a  staple  of  l~l/4  inches,  often  is  no  more  dc*- 
sired  for  spinning  than  1  inch  cotton.    The  problem  is  to  cut  down  on  the 
production  of  short  staples  or  find  an  outlet  for  this  cotton.    Also  low 
grades  are  being  used  a,t  a  slower  rate  than  they  now  normally  appear  in 
each  crop.    Ways  must  be  found  of  improving  grade  or  the  consumption  of  such 
cotton  must  be  stimulated  in  some  way.    Atten^ts  are  being  mado  to  meet 
this  difficulty  by  carrying  on  the  study  of  grades  and  staples  of  cotton 
required  by  mills. 


/ 
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TOBACCO  BRAIICH 
Charles  E.  Gage,  Chief 

To  begin  mth,  I  Yisunt  to  say  for  the  benefit  of  the  organization  sharps  of  AMA 
and  for  H.  C.  Albin  and  Charlie  Kunkel  that  I  think  it  can  be  demonstrated 
that  the  functions  of  purchase  and  distribution  can  be  coEibined:     I  have  pur- 
chased some  cigars  and  I  y/ill  distribute  thezni 

I  don't  know  i^.exher  I  can  tell  you  very  much  abou^  the  ifork  of  the  Tobacco 
Branch  without  going  into  somfcthing  about  tobscco  itself.     I  don't  know  y/hether 
any  of  you  have  had  any  contact  vd-th  tobacco,     Prooebly  tliere  is  less  general 
information  among  the  people  about  tobacco  than  nost  any  other  cominodity.  To- 
bacco is  something  more  than  just  tobacco--there  are  26  types  grown  in  this 
COu:?rtry,  including  Puerto  Rico»     These  types  are  grouped  into  different  grades, 
nainly  on  the  basis  of  the  curing  methods  employed.     Each  class  of  tobacco  has 
very  distinct,  characteristics  and  uses.     Manufacturers  can't  take  just  any  type 
of  oobacco  and  put  it  into  cigars  or   cigarettes,  but  must  purchase  tobaccos  of 
the  class,  type,   and  grade  that  meet  specific  manufacturing  req_uirements .  I 
don't  want  to  do  any  more  than  touch  on  xhao  here  because  we  have  a  circular 
in  the  mill  tliat  covers  the  ground  better  than  I  cen  do  orally.     The  point  is 
that  the  separation  of  tobacco  into  type  areas  has  had  an  important  bearing 
upon  the  organization  of  our  field  activities. 

The  Tobacco  Branch  is  di'vlded  into  four  divisi ons-'a  Standardization  Division, 
such  as  all  of  the  comz.odity  branches  have  for  dev^^loping  and  promulgating 
standard  classes  of  commodities;  the  Inspect,:! on  Di^.^ision,   vThich  is  concerned 
with  the  inspection  of  the  crop  wViile  it  is  still  in  the  possession  of  the 
farm.ers  themselves:  the  I'larketint  Pros;rams  Division,  ivhich  has  several  func- 
tions  including  market  news  service,  the  prepfei^^tion  and  initiation  of  special 
programs  such  as  diversion,  marketing  st?>;.dies,  etc.,  and  reports  on  the  stocks 
of  unmanufactured  tobacco  in  the  iicnds  of  the  dealers  or  manufacturers.  Then 
we  have  another  division  called  the  Dem.onstration  and  Training  Division.  This 
unit  has  to  do  with  the  training  of  inspectors  and  tne  demonstration  of  tobacco 
grades  and  methods  of  preparing  tobacco  for  market. 

Those  of  you  who  have  not  attended  a  tobacco  auction  have  at  least  heard  the 
chant  of  the    auctioneer  on  the  radio — tr.e  real  tiiin;:  is  not  always  as  musical 
as  the  one  on  the  radio,  but  the  general  idea  is  "ohe  saiie.     Ninety  per  cent 
of  the  tobacco  gro-vm  in  the  United  States  it;  sold  at  auction  in  the  manner 
indicated  by  the  radio  prograiPxS.     The  vast  bulk  of  the  auction-market  terri- 
tory lies  in  Colonel  Palmer's  region.     It  includes  all  the  various  types  of 
tobacco  grown  in  Maryland,  the  southern  part  of  Ohio  and  Indiana,  and  the 
States  south  of  the  Ohio  and  Potomac  Rivers.     In  addition  to  the  types  of 
tobacco  sold  at  auction,  there  are  numerous  types  of  cigar  tobacco,  produced 
mainly  in  Pennsylvt^nis ,  Ohio,  lYisconsin,  Cormecticut,   and  x.is ssachusetts . 

Our  greatest  activity  is  in  the  inspection  of  tobacco.     That  activity  grov/s 
out  of  conditions  that  surround  the  suction  market.     An  auction  v/arehouse 
is  a  large  floor  'space,  under  skylights,  Y/ith  tobacco  placed  in  trays  or 
baskets  about  four  feet  square.     The  baskets  are  lined  up  in  rov/s,  mth  about 
18  inches  between  the  rows,   so  that  the  auctioneer  and  the  warehouse  employees 
concerned  in  conducting  the  sale  can  go  do¥»T.  on  one  side  of  the  row,  vdth 
the  buyers  on  the  other  side.     They  sell  the  tobacco  at  an  average  speed  of 
about  360  lots  an  hour.     I  have  seen  tobacco  sold  an^'iArhere  fromi  500  to  700 
lots  an  hour.     That  means  that  the  auctioneer  m.ust  cry  the  bid  and  the  buyers 
must  appraise  the  gr8.de  and  quality  of  the  tobacco  and  its  value  to  their 


company  in  s.  matter  of  a  very  fevj-  seconds  to  each  sale.     Under  these  condi- 
tions, YJhere  a  few  buyers  have  access  to  the  tobacco  but  many  do  not  have, 
and  under  such  rapidity  of  sales,  many  errors  of  judgment  are  made  on  the 
part  of  the  buyers.     Tiie  result  is  that  very  often  a  sale  of  tobacco  is,  made 
for  materially  above  its  real  current  market  value,  while  many  more  are  sold 
below.     The  buyer  is  not  particularly  concerned  about  the  mistakes  he  makes: 
buying  tobacco  all  day  long,  the  lav;  of  averages  protects  him.     If  he  gets  one 
man's  tobacco  too  high,  he  can  take  it  off  on  another  one.     The  man  who  is 
hiArt  is  the  farmer  whose  tobacco  is  knocked  down  7/av  below  its  real  value  by 
reason  of  these  wide  fluctuations  in  price  that  have  no  basis  in  quality.  The 
farmer  brings  his  tobacco  in  and  may  have  only  a  little  of  it--only  a  fev: 
baskets.     If  he  happens  to  be  one  of  those  whose  tobacco  is  sold  way  below  its 
value,   it  is  a  very  serious  thing  to  him.     So  that  is  the  central  problem  in 
our  inspection  and  market  news  programs — to  throw  some  measure  of  protection 
around  the  grower  on  the  auction  market,  . 

There  are  many  grades  of  tobacco  in  any  one  type.     If  it  is  one  of  y/hat  we 
call  the  cigarette  types,  such  as  flue-cured,  many  grades  i-vill  be  suitable 
for  cigarette  manufacture,   some  grades  mil  be  suitable  also  for  the  export 
trade,  and  some  grades  will  be  suitable  for  smoking  and  chemng.     The  buyer- 
tries  to  buy  tobacco  of  grades  which  he  thinks  are  best  for  his  particular 
purposes.     Each  manufacturer  has  his  o?m  private  grade  marks,  all  of  them 
meaningless  to  the  farmer »     Ho  two  manufacturers  use  the  same  system  of  grades 
So  the  U,  S.  grades  provide  a  common  denominator.    ITe  have  as  many  as  80  to 
100  grades  for  a  given  type.     The  application  of  those  grades  requires  an 
exceptionally  keen  knowledge  of  the  many  varying  elements  of  quality,  and 
this  makes  our  training  program  highly  important, 

Nov;,  our  graders  go  on  the  floor  before  the  sales  begin  and  keep  well  ahead 
of  the  buyers.     On  each  basket  is  a  ticket.     On"  tne  ticket  is  a  serial  number, 
the  name  of  the  grov/er,  and  the  number  of  pounds,  etc.     Also,  spaces  are  pro- 
vided for  our  certificate  of  grade,  tne  name  of  the  buyer,  the  price,  and  the 
buyer's  grade  mark.     Our  inspectors  put  the  grade  on  each  basket  of  tobacco. 
In  order  to  keep  ahead  of  the  buyers,  v\re  have  to  have  at  least  two  inspectors 
for  each  set  of  buvers,     Dunne  the  sale,  we  have  price  collectors  vj^rio  make 
a  record  of  the  grade  and  selling  price  on  a  large  number  of  sales  on  selected 
key  markets.     By  m.eans  of  this  information,  we  put  out  our  daily  price  reports 

Kow,  how  does  the  system  'work?    liere's  a  farmer  whose  basket  of  tobacco  has 
been  graded  B3F.     He  locks  in  the  market  rej^ort  and  finds  that  Grade  B3F  has 
been  averaging  27/,  v/hereas  he  received  only  17/  a  pound.     That  is  the  notice 
to  him  that  he  did  not  get  the  market  value  for  his  grade  of  tobacco.  Under 
the  rules  of  the  market,  he  is  entitled  to  reject  the  sale  of  that  tobacco, 
take  it  out,  dress  it  up,  put  it  out  for  a  new  sale,  or  take  it. to  another 
v/arehouse  for  sale.'    It  is  still  his  tobacco  to  do  with  as  he  sees  fit. 

We  estimate  that  the  money  in  dollars  and  cents  that  tobacco,  growers  lose 
every  year  because  of  mischances  of  the  sale  such  as  I  have  described  runs 
up  into  the  millions.    We  are  trying  to  solve  that  problem  by  this  particular 
service.     It  is  a  service  that  yms  authorized  by  an  Act  of  Congress,  approved 
in  1935--the  Tobacco  Inspection  Act,     This  act  provides  for  two  types  of 
service.     Section  5,  the  most  important,  provides  for  free  and  mandatory  in-' 
spection  of  tobacco  on  the  auction  markets.     In  order  for  a  market  to  be 
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eligible  to  receive  inspection  service,  the  grovirers  must  have  voted  by  a 
two-thirds  *  majority  in  favor  of  the  service.    All  markets  have  now  been 
designated  for  this  service  except  one.  at.  Richmond,  Virginia,  and  four  in 
Southern  Maryland,    We  are  not  putting  the  service  on  all  markets  that  have 
voted  for  it  because  v/e  cannot  get  a  sufficient  number,  of  inspectors.  Last 
year  we  inspected  approximately  600  million  pounds  of  tobacco.     This  year  I 
think  it  will  run  to  possibly  750  million. pounds . 

VOICE:    I'Vhat  percentage  was  that? 

MR,  GAGE:     It  was  in  the  neighborhood  of  about  bO%  of  all  the  tobacco  sold  at 
auction.     This  year  it  will  run  above  that.    We  are  inspecting  all  of  the  fire- 
cured,  all  of  the  Burley,  nearly  all  of  the  dark  air-cured,  and  nearly  half 
of  the  flue-cured  tobacco.  ' 

X-  One  of  the  problems  that  g8.ve  us  some  concern  v/nen,the  subject  of  regicmaliza- 
tisn  first  came  up  was  the  transfer  of  inspectors  from  one  region  to  another. 
Now  that  practically  all  the  auction-market  territory  is  in  one  district,  the 
problem  has  largely  disappeared,     Hov/ever,  it  touches  on  a  phase  of  our  work 
in  which  you  may  be  interested.     Some  of  our  tobacco  inspectors  who  know  a 
lot  about  fire-cured  tobacco  know  nothing  at  all  about  flue-cured  tobacco, 
for  the  types  are  so  very  different  in  their  characteristics.     V/e  have  trained 
quite  a  number  of  our  Burley  inspectors  to  grade  flue-cured  and  vice  versa. 

Some  of  our  fire-cured  men  can  grade  flue-cur sd  now.     Questions  about  the 
transfer  of  inspectors  come  to  the  front  in  connection  ""v/ith  the  calendar  of. 
markiet  opening  dates  in  the  several  districts.     The  marketing  season  opens 
first  in  Georgia  and  Florida — this  year  it  v/as  the  2Sth  of  July.     There  the 
marketing  season  lasts  for  about  three  weeks.    Axieek  after  the  Georgia  mar- 
kets opened,  those  m  South  Carolina  began  sales.     Day  before  yesterday 
(August  25)  they  opened  in  the  eastern  North  Carolina  district.     The  buyers 
and  inspectors  from  the  Georgia-Florida  district:  have  jumped  into  the  latter 
district.     In  late  ilovember  some  of  the  buyers  and  graders  from  this  district 
--those  viho  knov/  the  ti/o  types — will  jump  over  to  the  Burley  district.  And 
so^  it  goes.     It's  a  kind  of  a  leapfrog  system  whereby  groups  of  inspectors 
jump  from  one  district  to  another,  a  few  of  them  to  another  region. 

I  was  rather  apprehensive  Tjhen  this  question  of  regionalization  was  brought 
up  that  the  regional  lines  vrcuid  divide  our  inspection  territory  and  compli- 
cate this  game  of  leapfrog,     lily  apprehension  greT/  oux  of  the  fear  that  it 
.would  demoralize  our  efforts  to  shift  men  quickly  from  district  to  district 
by  having  to  route  actions  through  two  or  three  regional  offices. 

Our  field  organization  for  the  inspection  work  consists  of  a  supervisor  for 
all  flue-cured  districts,  located  at  Raleigh,  North  Carolina;  a  supervisor 
for  the  fire-cured  district  of  Virginia;  one  for  the  Burley  district;  and  one 
for  the  Black  Patcli  section  of  ITestern  Kentucky  and  Northwest  Tennessee.     The -n. 
Black  Patch  combines  three  fire-cured  and  two  dark  air-cured  types.     All  but 
one  of  those  supervisors  nave  several  assistant  supervisors.     For  the  most 
part,  our  inspectors  hold  permanent  appointments  but  are  seasonally  employed. 
They  have  passed  Civil  Service  examinations  and  have  passed  our  training  courses 
— they  are  permanent  employees,  but  are  employed  on  a  seasonal  basis,  flhen 
the  marketing  season  is  over,  they  farm  or  se^^k  other,  employment. 
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Our  iiiai*ket  news  program  has  to  coincide  v.dth  the  inspection  progranio    Ife  have 
a  permanent  market  news  office  at  Raleigh,  vfliich  serves  all  the  flue-cured 
markets  and  the  Virginia  fire-cured  district.     During  the  season,  tliat  office 
establishes  temporary  field  offices  in  Georgia,  South  Carolina,  Horth. Carolina 
and  Virginia,    YIe  have  a  permanent  market  nevj-s  office  at  Louisville,  Kentucky. 
During  the  Burley  marketing  season,  v/e  have  temporary  field  offices  at  five 
points.     It  is  the  function  of  the  market  news  office  to  see  that  adequate 
samples  of  the  prices  paid  on  the  a  uction  floor  are  collected  by  price  col- 
lectors, v/ho  follow  the  sale  and  jot  down  on  slips  the  grade  and  selling  price. 
Y[e  are  not  concerned  with  the  number  of  pounds.     These  data  are  collected  in 
sufficient  volume  to  provide  a  cross-section  covering  all  the  grades  appearing 
in  the  market.     The  work  is  conducted  in  the  forenoon,  after  v/hich  the  price 
collectors  tabulate  their  data  and  telephone  the  infomiation  to  a  central 
office,  whe  re  it  is  mimeographed.     The  mimeographed  reports  are  then  sent 
out  to  all  markets,  by  bus,  niail,  or  by  our  ovm  automobiles,   so  that  on  the 
next  morning*s  market  a  supply  of  reports  is  available  for  farmers  who  have,  . 
tobacco  to  sell.     The  farmer  has  information  in  the  morning  covering  the  pricea 
paid  on  the  previous  day's  sales.     This  system  v/ill  probably  be  modified  some- 
what in  view  of  the  labor  shortage,   so  that  we  may  soon  be  issuing  reports  but 
once  or  twice  a  week,    YPnen  the  market  shakes  down  and  prices  are  steady,  it 
is  not  so  important  to  get  out  daily  reports. 

We  don't  do  very  much  work  in  cigar  types.     The  Agricultural  Marketing  Act  of 
1938  requires  that  loans  be  made  available  to  growers  of  various  products. 
If  growers  are  not  satisfied  vdth  prices  offered  by  the  usual  buyers,  the  law 
provides  that  Commodity  tiJredit  shall  make  loans  available  to  them.     It  is  a 
small  operation  with  us  and  may  or- may  not  have  permanency. 

VOICE:     After  this  stuff  gets  on  the  auction  floor,  does  a  farmer  have  the 
right  to  reject  the  price? 

MR.  GAGE:     Yes,  he  does.     He  can  sell  it  over  or  take  it  to  another  market. 

One  of  the  important  functions  of  the  Tobacco  Branch — one  that  we  started  in 
1929 — is  the  getting  out  of  quarterly  reports  on  stocks  of  unmanufactured 
tobacco..     The  law  requires  that  the  manufacturers  submit  quarterly  an  inven- 
tory of  their  holdings  of  leaf  tobacco  on  the  basis  of  type,  stemmed  or  un- 
stemmed,  and  a  breakdoim  into  about  four  or  five  groups  of  grades.  These 
reports  are  valuable  in  many  v/ays,   such  as  in  economic  studies  of  the  tobacco 
supply  situation,    Yfe  combine  them  with  the  produ-? tion  to  get  a  measure  of 
total  supply,  and  by  deducting  the  year-later  stooics  still  on  hand,  we  can 
get  a  measure  of  disappearance.     Such  computations  give  a  basis  for  various 
lines  of  economic  analysis  that  we  find  extremely  useful.     Various  agencies 
of  the  government  utilize  these  statistics. 

The  demonstration  program  is  one  of  the  really  popular  things  that  we  are  doing 
The. Extension  Service  and  the  Vocational  Teachers  are  cooperating  with  , us  and 
they  are  reporting  great  interest  m  it.    VJhat  Y/e  do  is  to  send  qualified  men 
out  to  work  v/ith  the  County  agents  and  agricultural  teachers  and  hold  meetings 
with  tobacco  grov/ers  at  the  curing  barns,  explaining  the  difference  between 
grades  of  tobacco  so  that  they  will  keep  their  grades  better  separated  in  its 
preparation  for  market.     Tobacco  that  comes  on  the  floor  well  sorted  has  a 
uniformity  that  makes  it  attractive  to  the  buyer.     This  is  quite  important 
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in  the  sale  of  tobacco.     On  the  other  hand,  if  the  farmer  has  his  good  grades 
and  his  lov/  grades  all  mixed  up*  he  is  penalized  in  price.    He  may  have 
tobacco  worth  30  or  4:0^  mixed  in  mth  some  v;orth  not  more  than  20f(  per  pound. 
The  price  he  gets  is  apt  to  be  set  by  the  low  grade  tobacco.     Thus  he  v/ill 
be  getting  around  20/  per  pound  for  grades  which  would  have  brought  him  a 
nice  profit  if  he  had  kept  them  separated.     This  is  a  campaign  by  i/vhich  we 
reach  50,000  or  60,000  growers  a  year.     It  is  also  very  popular  mth  ware- 
. housemen  and  manufacturers — they  v/elcome  this  assistance.     If  a  manufacturer 
buys  tobacco  that  is  so  badly  sorted  that  the  uniformity  which  he  requires 
is  not  there  and  he  must  sort  it  himself,  naturally  he  is  going  to  knock  the 
price  dovm  accordingly.    YsTe  have  done  quite  a  lot  of  work  in  that.     Ore  added 
advantage,  from  our  standpoint,  is  that  it  enables  us  to  give  our  men  a  some- 
what longer  period  of  employment. 

.  vife*' haven ' t  done  a  great  deal  of  economic  analysis  work  in  the  way  of  tobacco 
statistics.    However,  we  have  recently  augmented  our  force  by  the  employment 
of  economists  who  will  devote  their  time  to  economic  studies  in  line  with  AMA. 
objectives. 

Another  activity  with  which  we  have  become  concerned  is  the  diversion  program, 
which  originally  began  in  the  AAA,  a  s  I  believe  Mr.  Albin  pointed  out  a  while 
ago.     Our  connection  with  it  relates  to  the  diversion  of  tobacco  into  the  manu- 
facture of  nicotinic  sulphate.     That  has  been  the  object  of  the  tobacco  pro- 
gram from  the  be ginning- -not  so  much  for  the  nicotine,  but  finding  an  outlet 
for  the  distressed  types  of  tobacco.     Take  this  fire-cured  tobacco  region — 
Kentucky,  Tennessee,  and  Virginia- -many  years  ago  that  was  about  the  most  im- 
portant tobacco  grovm.     But  with  the  growth  of  the  cigarette  business  and 
the  decline  of  the  export  markets  for  dark  tobacco,  that  tobacco  has  become 
a  problem-child.     Back  around  the  last  war  and  shortly  thereafter,  they  raised 
as  much  as  60  million  pounds  of  fire-cured  tobacco  in  Virginia  and  250  million 
pounds  in  Kentucky  and  Tennessee.     Of  all  of  those  fire-cured  types  of  tobacco 
put  together,  the  total  production  now  is  not  much  more  than  70  million  pounds. 
It  can't  be  used  in  cigarettes,  but  it  was  used  in  smoking  and  chewing  tobacco 
to  a  limited  extent..     Its  main  outlets  in  the  past  vrere  snuff,  Italian  type 
cigars,  and  the  export  market.     Great  Britain  does  not  use  it  in  appreciable 
quantities,  and  the  European  export  market  has  been  cut  off.     Even  before 
this  war  broke  out,  those  markets  had  deteriorated  for  fire-cured  tobacco. 
Thug  a  great  surplus  problem  arose,  because  we  couldn't  get  production  to  di- 
minish as  rapidly  as  the  market  for  it  dim.inished.     That  tobacco  is  the  high- 
est in  nicotine  content  of  any  of  the  types  that  we  grow  on  a  commercial 
scale.    As  long  as  it  could  be  made  available  to  the  nicotine  manufacturers 
at  2  or  3/  per  pound,  they  could  make  nicotinic  sulphate  out  of  it,  but  the 
market  for  that  was  limited  until  this  new  situation  came  up.     The  farmer  can- 
not produce  it  for  such  a  low  price,   so  all  the  nicotine  people  could  get  was 
the  lowest  grade.     As  a  surplus  disposal  proposition  tiie  Government  had  to  take 
a  loss  on  higher  grades  and  sell  them  to  the  nicotine  crowd.     Now  a  new  element 
has  come  into  the  situation.     I  am  referring  now  to  the  greatly  increased  need 
for  nicotine  sulphate  as  a  substitute  for  insecticides  such  as  rotenone  that 
have  been  cut  off  by  the  war.     During  this  fiscal  year,  v/e  expect  to  spend  1-3/4 
million  dollars  in  the  purchase  of  low  grades  of  tobacco  in  order  that  nicotine 
sulphate  can  be  made  available  for  insecticides  and  fungicides  as  a  phase  of 
meeting  our  production  goals.     For  this  purpose  we  still  have  to  take  a  loss  in 
order  that  the  American  farmers  may  have  an  insecticide  at  a  reasonable  price. 
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in  the  sale  of  tobacco.     On  the  other  hand,  if  the  farmer  has  his  good  grades 
.  and  his  loi'f  grades  all  mixed  up,  he  is  penalized  in  price.    He  may  have 
tobacco  worth  30  or  40/  mixed  in  l^d^h  some  v/orth  not  more  than  20/  per  pound. 
The  price  he  gets  is  apt  to  be  set  by  the  low  grt.de  tobacco.     Thus  he  will 
be  getting  around  20/  per  pound  for  grades  which  would  have  brought  him  a 
nice  profit  if  he  had  kept  them  separated.     This  is  a  campaign  by  -vvhich  we 
reach  50^000  or  60,000  growers  a  jrear.     It  is  also  very  popular  vdth  ware- 
housemen and  manufacturers --they  welcome  this  assistan-^e»     If  a  manufacturer 
buys  tobacco  that  is  so  badly  sorted  that  the  uniformr:y  which  he  requires 
is  not  there  and  he  mu^t  sort  it  him.self ,  naturally  he  is  going  to  knock  the 
price  dov/n  accordingly.    We  have  done  nuite  a  lot  of  rrcrk  in  that.     One  added 
advantage,  from  our  standpoint,  is  that  it  enables  us  to  give  our  men  a  some- 
what longer  period  of  employment. 

»f€r  haven't  done  a  great  deal  of  economic  analysis  work  in  the  way  of  tobacco 
statistics.    However,  v/e  have  recently  augmented  our  force  by  the  em-ployment 
of  economists  who  mil  devote  their  time  to  economic  studies  in  line  vdth  AMA. 
objectives. 

Another  activity  with  "vyhich  we  have  become  concerned  is  the  diversion  program, 
which  originally  began  in  the  AAA,  a  s  I  believe  Mr,  Albin  pointed  out  a  while 
ago.     Our  connection  with  it  relates  to  the  diversion  of  tobacco  into  the  manu- 
facture of  nicotinic  sulphate.     That  has  been  the  object  of  xne  tobacco  pro- 
gram from  the  beginning — not  so  much  for  the  nicotine,  but  finding  an  outlet 
for  the  distressed  types  of  tobacco.     Take  this  fire-cured  tobacco  region-- 
Kentucky,  Tennessee,  and  Virginia--many  years  ago  that  was  about  the  most  im- 
portant tobacco  grov/n.     But  with  the  growth  of  the  cigarette  business  and 
the  decline  of  the  export  markets  for  dark  tobacco,  that  tobacco  has  become 
a  problem-child.     Back  around  the  last  war  and  shortly  thereafter,  they  raised 
as  much  as  60  million  pounds  of  fire-c-ured  tobacco  in  Virginia  and  250  million 
pounds  in  Kentucky  and  Tennessee.     Of  all  of  those  fire-cured  types  of  tobacco 
put  together,  the  total  production  now  is  not  much  more  than  70  million  pounds. 
It  can't  be  used  in  cigarettes,  but  it  was  used  in  smoking  and  cheY\ring  tobacco 
to  a  liraited  extent.     Its  main  outlets  in  the  past  were  snuff,   Italian  type 
cigars,  and  the  export  market.     Great  Britain  does  not  use  it  in  appreciable 
quantities,  and  the  European  export  market  has  been  cut  off.     Even  before 
this  war  broke  out,  those  markets  had  deteriorated  for  fire-cured  tobacco. 
Thus  a  great  surplus  problem^  arose,  because  we  couldn't  get  production  to  di- 
minish as  rapidly  as  the  market  for  it  diminished.     That  tobacco  is  the  high- 
est in  nicotine  content  of  any  of  the  types  that  we  grow  on  a  comjnercial 
scale.     As  long  as  it  could  be  made  available  to  the  nicotine  manufacturers 
at  2  or  3/  per  pound,  they  could  make  nicotinic  sulphate  out  of  it,  but  the 
market  for  that  was  limited  until  this  new  situation  ceme  up.     The  farmer  can- 
not produce  it  for  such  a  low  price,   so  all  the  nicotine  people  could  get  was 
the  lowest  grade,     xvs  a  surplus  disposal  proposition  tiie  Govermient  had  to  take 
a  loss  on  higher  grades  and  sell  them  to  the  nicotine  crowd.     Now  a  new  element 
has  come  into  the  situation.     I  am  referring  now  to  the  greatly  increased  need 
for  nicotine  sulphate  as  -a  substitute  for  insecticides  such  as  rotenone  that 
have  been  cut  off  by  the  war.     During  this  fiscal  year,  we  ejpect  to  spend  1-3/4 
million  dollars  in  the  purchase  of  low  grades  of  tobacco  in  order  that  nicotine 
sulphate  can  be  made  available  for  insecticides  and  fungicides  as  a  phase  of 
meeting  our  production  goals.     For  this  purpose  we  still  have  to  take  a  loss  in 
order  that  the  American  farmers  may  have  an  insecticide  at  a  reasonable  price. 
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VI 


GRisIN,  ¥Em  AIJD  SESD  BRANCH 
E,  0.  Pollock 


I  am  very  sorry  Mr-^  L'lurphy  isn't  here  to  discuss  the  organization,  func- 
tions, and  assi^iinents  of  the  Graiii,  Feed. and  Seed  Branch,  but  I  v«rill  try 
to  go  over  the  work  for  you.    Our  branch  covers  a  rather  wide  field  of 
activities,  but  I-  have  it  condensed  here  in  vrriting,  and  I  believe  I  can 
give  it  to  you  in  the  30  riinutes  that  has  been  allotted  to  iiie.     For  the 
benefit  of  the  regional  directors  and  fo^"  others,  i/e  have  gotten  up,  as 
of  August  10,  a  rather  condensed  statOiTient  of  the  work  of  the  Grain, 
^FsiJ^d'-'and  Seed  Branch  which  will  be  very  useful  to  you,  and  when  you  get 
into  the  field  3^ou  will  find  the  raen  of  the  branch  willing  to  explain, 
these  services  to  you  and  be  as  helpful  as  possible  in  aiding  you  in 
gaining  an  understanding  of  the  work  involved. 

First,  I  would  like  to  givj  you  the  functions  oi  the  Office  of  the  Chief,, 
and  then  1  vdll  give  you  the  functions  of " the  different  divisions  of  the 
Branch.    Administration  of  the  United  States  Gr^in  Standards  ?Act  and  the 
Federal  Seed  Act;  seed-dockage  inspection  and  seed-verification;  inspec- 
tion and  supervision  of  inspection  of  rice,  dry  beans,  dry  peas,  ^nd  hay. 
The  Branch  conducts  standardi2:ation  research  on  grains  siibject  to  the 
Grain  Standards  Act,  and  on  rice,  dry  beans,  dry  peas,  and  hay.    We  also 
conduct  research  on  methods  of  testing  seed.    We  also  have  services  for 
testing' se-.;ds  and  misc^jllaneous  commodities  that  ar^^  derived  from  grain 
and  hay.     The  collection  and  dissemination  of  market  iV^\n3  information. 
Now, 'that  is  done  und-jr  the  general  policy  direction  of  the  Marketing 
Reporls  Division,    We  plan  prog-rams  designed  to  encourage  the  exportation 
and  dcmi^stic  consuinption  of  feed  and  food  grains,  including  dry  b^ans  and 
dry  peas,  "by  developing  n.ew  and  expanded  markets  and  uses,  and  advise  on 
the  purchase  of  these  cormaoditius  and  their  derivatives.    To  cooperate 
iilth  producers,  consumers,  and  processors  in  the  development  of  market- 
ing a.grcements  and  jjaproved  marketing  practices;  to  compile  information  ■ 
on  the  production  cind  processing  of  grdn,  foed,  and  seed;  to  conduct 
research  on  the  marketing  of  grain  hno.  its  products,  feed,  seed,  dry 
bv.ans,  c.nd  dry  peas;  and,  of  course,  to  carry  on  the  administrativu 
functions  of  the  Branch,  which  of  course  are  numerous  and  pretty  well 
known  to  all  of  ycu. 

Now,  our  Branch  is  broken  down  into  a  Commodity  Inspection  Branch,  v 
which  of  course  handles  the  inspection  and  tha  supervision  of  inspec- 
tion of  th..  many  commodities  that  havo  been  consign.cd  to  us.    Then  we 
have  a  Standardization  Research  and  Testing  Division.   .  As  you  w^ll  " 
1-cnovv,  in  an  organization  of  this  kind,  we  have  a  ^ory  large  amount  of 
standardized  research  to  do  because  of  th^j  large  num.ber  of  standards 
that  are  involved  in  the  work  of  the  Branch,    Then  v/e  have  a  Seed 
Division,  -jhich  covers  the  administration  of  the  Federal  Seed  Act, 
handling  of  seed-dockage  and  seed-verification  work.    Then,  ^le  have 
the  most  recent  addition,  of  course,  under  the  reorganization,  which 
is  the  Marketing  Programs  Division,  which  includes  these  newur  lines  of 
■work  that  to  a  large  extent  resulted  from  the  v/ar  effort,  -but  we  pre- 
siune  will  be  carried  on  indefinitely.    Novf,  I  might  give  you  mor^  in 
detail  the  work  of  the  divisions,  and  I  will  try  to  explain  some  of 
these  things  as  I  go  .along.    Also,  I  v.dll  try  to  remember,  Mr.  Gold, 
to  toll  th^:>m  v/here  the  major  portion  of  the  -./ork  for.  each  commodity  is 
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handled.     Yon  find  that  out  as  soon  as  y0u  g<jt  to  your  hoadquartars, 

but  there  maybe  some  questions  you  would  like  to  ask  on  it. 

Under  the  Commodity  Inspection  Division  we  have  the  supervision  of  in- 
spection of  grain  under  the  United  States  Grain  Standards  Act,  Now, 
as  you  kno\v_,  men  ivith  the  proper  bc^ckg-roundi  and  training'  a.re  licensed 
to  inspect  grain  after  they  have  passed  ^n  exami-nation^  and  those  men 
are  employed  by  boards  of  trade  end  state  inspection  agencies,  and  so 
on,  and  are  supervised  by  districc  gTain  supervisors  of  the  branch. 

In  the  graj.n  i/ork,  I  think  most  of  you  know  inhere  the  majority  of  the 
production  is  and  where  there  will  be  the  greatest  amomit  of  activities. 
In  the  Das  Moines  office,  they  have  quit^-  a  lot,  in  the  Chicago  office,'  • 
of  course,  they  will^  have  a  bj.g  volum-.-  of  work  in  that  line,  depending 
on  just  how  we  function i    You  Icnovf  the  spring  v^hecct  area  is  large.ly  in  . 
Minnesota,  and  the  Dakotas,  snd  iviontana,  it  is  also  a.-  dairy  v/heat  area, 
quite  a  little  barley  and  rye.     Then  we  have  the  southwestern  'winter 
wheat  area,  ¥;hich  is  a  v^^ry  ."Luportc-Jit  one,  it  includes  Kansas,  Oklahoma, 
Nebraska,  Texas.    And  our  v/hite  y-;heat  area,  or  soft  wheat,  area  oh  the  Pa- 
cific Coast,  v/e  can  pretty  well  say  it  extends  from  one  end  of  the  Pacific 
Coast  area  to  the  other,     Itien,  of  course,  you  knoYi  the  winter  wheat  belt 
extends  over  into  Illinois,  Ohio,  Indiana,  and  throughout  that  territory. 
All  of  the  regional  directors  vd.ll  be  involved  in  the  marketing  of  grain, 
of  course.     It  extends  to  all  ports,  and  although  you  might  noL  be  in  the 
producting  area,  you  will  be  very  much  concerned  with  the  ¥Jork,  While 
theru  is  not  much  export  t^-'ork  going  on  at  this  tiaiie,  it  is  natural  to 
asswiie  that  after  the  war  ther..  will  oe  quit.;  a  movement  of  wheat,  I 
have  heard  it  discussed  here  that  there  might  oe  a  program  for  t/heat 
exportation  to  countries  of  Europe,  and  I  vd-ll  say  I  do  know  that  v/e  a,re 
likely  to  hav';.-  a  "uheat  expert  program  yet  this  year,  it  is  still  being 
discussed.     It 'would  be  und-jr  a  subsidy,  of  course.    And  we  are  assum- 
ing that  that  v/ork  wdll  be  reviv'.d  in  another  two  or  three  m.onths, 
depending  on  what  kind  of  demand  we  get  froiU  Mexico  and  souie  of  the 
other  countries  that    are  in  position  to  take  small  quantities  of  wheat. 

Then  we  have  the  inspection  of  ,hay.    Vie  make  about  maybe  10,000  hay 
inspections  a  year.     It  is  not  cx  large  service,  but  we  think  it  is  a 
fairly  im.portant  one,  it  has  contributed  quite  a  little  to  the  improve- 
ment.  of  the  quality  of  hay  for  heme  use  as  well  as  market.     The  Army  is 
the  largest  buyer  of  hay  e,t  this  time.     They  hi.ve  increased  their  horse 
and  mule  population  quitd  a  bit.     I  i-'iould  estimate  they  have  ' somewhere 
between  60,000  to  75,000  heed       zhe  present  time.    And  of  course  offi- 
cers of  the  Farmers  Veterinary  Corps  c.re  licensed  to  inspect  hay  received 
at  Army  posts  only,  and  those  .cien  c.re  trained  and  supervised  by  the  Grain, 
Feed  and  Seed  Branch,     There  is  one-  point  you  might  .be  interested  m,  we 
have  been  conducting  a  course  of  training  for  officers  since  the  begin- 
ning of  the  war,  or  a  fe^w  months  before  the  v/ar  started,  yiq  have  held  a 
three-weeks  school  each  month  for  training  veterinary  officers.  That 
work  is  done  under  the  Annual  Appropriation  Act  and  fijiids  are  available 
as  long  as  Congruss  makes  them  available.    That  service  is  not  of  course 
a  regulatory  and  compulsory  thing  likj  tho  Grain  Standards  Act,  ;vhich 
requires  inspection  of  grain  moving  in  ixnt  erst  ate  coimiierce.  Inspection 
of  hay  end  other  commodities  is  sLuply  optional,  and  v;e  may  inspect  at 
,  the  request  of  financially  interested  parties.     Of  course,  the;jbay  inspec- 
tion work  is  pretty  Y/idely  scattered.-   The  majority  of  it,  however,  v/ill 


keep  up  the  work  as  much  as  possible.    Those  chemists  are  checked  by  our 
Beltsville  laboratory  to  make  certain  they  are  applying  the  specifications 
accurately.    And  you  might  be  interested  in  knovjing  that  v/e  have  had  to 
discontinue  the  use  of  four  or  five  comiaercial  chemists  because  they 
couldn't  make  tests  accurate  enough  to  enable  us  to  use  them  in  connection 
with  this  buying  and  selling  program. 

Now^  the  work  of  the  Seed  Division  I  ubink  is  pretty  well  'onderstood. 
It  is  largely  administration  of  the  Federal  Seed  Act.     The  Federal 
Seed  Act  simply  requires  the  correct  labeling  of  seed  moving  in  interstate 
commerce.    V«e  have  agreements  with  most  of  the  States,  whereby  State 
^seed"^ inspectors  draw  samples  of  seed  tliat  will  move  in  interstate  com- 
merce^ and  they  report  to  us  any  cases  of  violations,  and  we  simply  make 
an  investigation  to  deteriidne  whether  there  is  any  cause  for  legal  action 
under  the  Act.     The  testing  under  the  Federal  Seed  Act  is  handled  in  what 
we  call  Foderal-Statc  Laboratories,    vve  have  a  large  laboratory  in  Sac- 
ramento, California,  one  in  Columbia,  Mis s our i,  one  at  Vi/'est  Lafayette, 
Indiana,  and  a  lot  of  the  Eastern  work  is  handled  at  our  Beltsville  la.b- 
oratorit^s.     Then  we  have  cooperative  arrangements  with  the  State  of 
Oregon  and  South  Dakota.    We  have  anoLher  laboratory  at  Montgomery, 
Alabama.    So  we  are  pretty  vvell  served  there  as  far  as  seed  laboratories 
are  concerned.     Then  we  have  another  service  which  is  considered  very 
important,  by  members  of  the  seed  trade,  that  is  seed  certification,  which 
is  tile  certification  of  alfalfa  and  se^^d  clover  as  to  origin.     It  is  an 
important  thing  to  know  where  seed  v^as  grov.'n,  as  it  has  a  lot  to  do  with 
the  hardinuss.    'uc  havu  found,  for  instance,  that  seed  gro'v^;n  in  Arizona 
and  plcJitea  in  Montana  cojsn't  do.  well,  in  fact,  tests  have  shovm  that 
maybe  the  second  year  it  will  pr;.ctica].ly  die  out.    So  that  service  is 
conducted  uixder  cooperative  arrangement  with  the  s-^ed  trade,  and  of 
course  is  handled  by  our  men  in  the  brancii  vvho  have  had  training  and 
experience  in  seed  v/ork 'and  in  the  matter  of  seed  records,  and  so  on. 
Then  v.^e  have  another  very  small  service  v/hich  is  soud-dockage  t^;Sting. 
It  grew  ouL  of  tnc  arguments  between  country  shippers  and  dealers  as 
to  how  much  seed  should  be  docked  and  they  couldn't  trust  each  other, 
so  they  asked  us  to  be  the  referee  and  v:e  have  been  making  those  dock- 
age tests  for  them  as  the  basis  of  settlemv.nt,  particularly  on  seeds 
like  sweet  clover  and  timothy,  v/here  dockage  varies  considerably. 

Then  \<q  have  the  MarkEfcir^,  ProgrtJiis  Division.    No'.;,  that  i-'Iarkuting 
FrograiasDivision  is  s^^t  ue  to  pl.,.n  oxiq  ex...cutc  programs  designed  to 
encom-agc  increased  consumption  c„nd  exportation  of  products  included 
in  the  Branch.     Tlie  flour  ^.nd  vheat  .xportrtion  programs,  both  under 
.  subsidy^  v/ould  c  Dme  under  that.     And  thon  you  have  the  domestic  con- 
sumption of  food  and  feed  grains.    Vv'^.  are  still  waiting  for  some  of 
the  reorganization  work  to  bvj  ce:iplet'jd  bjior^.T/vj  midertake  che  ex- 
pansion that  is  necessary  to  do  the  job  as  it  should  be  done.  V/c 
feel  in  these  nevv'..r  lin^s  of  "v/ork  our  com^dodity  m^n  should  really  be 
experts  on. the  commodity  and  should  liavo      firm  grasp  of  the  progrcon 
for  each  of  those  comrnoditios  so  as  to  be  able  to  make  recomiiendations 
under  L^nd  Lease,  as  well  as  liandle  these  expansions  i-i  the  domestic 
production  and  marketing  fields.    We  spvjnt  quite  a  littl,e  time  in  plan- 
ning, too,  investigations  of  outlets  for  eiversion  of  surplus  crops  and 
th^ir  derivatives  fr-.^m  normal  channels,  plcinning  purchase  programs  and 
advising  on  the  p"archase  of  grain,  grain  products,  seeds,  hey,  rice,  dry 
beans  J  ..nd  dry  peas  for  Lond  L-.'as.:,  price  support  cJid  oth.:.r  purposes; 
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come  in  tht:  Atlanta,   region,  Dallas,  and  soro.e  in  the  San  Francis.co  region, 
and  sorae  in  Des  Moino.s.,   ■  There  won'  t  be  very  much  in  the  New  York  region, 
but  we  do  have  an  agroeiiicnt  with  the  State  of  Now  York. 

The?  service  on  dried  beans  also  is  a  lii.:Lit^;d  one,  about  10,000  inspec- 
tions were  made  dui'ing  the  past  year.    But  of  course  the'  standards-  for 
beans,  as  well  as  the  standards  for  hay  and,  jmny  other  comiodities,  have 
b^en  very -useful  in  connection  with  buying  for  Lend  Lease  c.nd  other  pur- 
poses.   As  you. know,  the  bean  area  as,  we '  might  say.  If  aw  York,  Michigan, 
and  the  inter-mountain  district,    Thc;re  v/ould  be  quite  a  little  activity 
around  Denvur;  then  arouiid  the  Pacific  Coast  there  is  quite  a  bean-pro- 
ducing area  there.     Then  we  have  dried  peas,,  that  is  largely m  the 
Washington  and  Idaho  territory*     It  is  a.  very  small  thing,  I  think  per- 
haps there  are  about  throe  or  four  thousand:  inspections  made  annucilly, 
but  it  has  served  a  useful  purpose  to  those  growers  in  there,  and  has 
furnished  a  basis  for  trading,    V/e  feel  those  standards  all  the  v/ay 
through  furnish  a  definite  measurement  of  quality,  furnish  producers, 
dealers,  and  consumers'  a  yardstick  for  measuring  o^^uality  which  they  can 
use  as  a  basis  for  contracts  in  buying  and  selling. 

Then  0\re  have  a  service  on  rice,  which  is  completely  decentralized.  ?ife 
handle  that  in  New  Orleans  and  at  San  Francisco,     Of  course,  you. know 
the  producing  areas  are  Louisiana,  Texax,  Arko-nsas,  and  California, 

Now,  in  the  matter  of  supervision,  of  course  that  is  just  the.' making 
sure  as  nearly  as  possible  that  the  sttandards  are  correctly  applied. 
We  have,  of  course,  our  licensed  inspectors  who  make  the  original  in- 
spection, then  we  have  our  supervisors  who  .handle  the  reviews,  and  in 
the  case  of  grain  they  go  to  a  Board  of  Review,  v\[hich  we  consider  the 
court  of  highest  resort.     I  think  it  would  be  well  for' the  regional 
administrators  to  get  familiar  with  that  system,  just  how  it  functions 
in  assuring  handlers  of  commodities  that  they  v/ill  have  a  fair  appraisal 
of  their^  comTiodi.ty  iroui  the  standpoint  of  grade. 

Then  we  have  the  Standardization  Research  and  Testing  Division.    As  I 
mentioned  before,  the  work  of  that  division  is  to  conduct  standardization 
re'search,  subject  to  the  Grain  Standards  Act,  on  rice,  dry  beans,  dry 
peas,  and  hay.    Now,  that  is  a  big  order,  in  that  our  marketing  practice 
has  changed  and  Vi/e  have  changed  in  thu  production  and  harvesting  methods. 
We  are  constantly  making  studies  to  determine  and  dtevise  standards  that 
fit  v^ith  present  ,  dciy  ma.rketing  practices.    Another  function  of  this 
division  which  I  have  listed  here  is  the  testijj,g,.of  miscellaneous  com-  , 
modities  derived  from  grain  and  purchased  by  the  Department  of  Agri- 
culture and  other  government  agencies  on  the  basis  of  Federal  and-  other 
specifications.     That  largely  .has  reference  to  inspection  made  in  con- 
nection with  the  Lend  Lease  purchase  progr<am.    We  have  ma.de  about  12,000 
tests  during  the  past  year  on  about  a  n'lillion  and  a  half  pounds.. of  vari- 
ous coirLiiodities  such  as  oatmeal  and  cracked  yj heat  flour.     I  think  the 
Grain,  Feed  and  Seed  Branch  probably  tests  more  raiscellaneous  comtnOdities 
than  any  other  branch  in  numbers;    'We  are  charged  with  the  responsibility 
of  determning  whether  they  meet  contract  specifications.    Soiae  of  the 
work  is  very  techiiical  and  we  have  to  use  expert  chemists  in  the  Food 
and  Drug  Administration,    vJe  have  a  large  laboratory  at  Beltsville  which 
is  handling  practically  all  of  the  testing  in  the  Eastern  half  of  the 
United  States.    We  are  using  commercial  chemists  in  the  V/estern  area  to 
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conpiling  infom^.tion  on  the  pro  duct  i'-.n  and  processinf^;  of  grain,  feed, 
seed,  dry  beans,  dry  peas,  and  rice,  collecting  ?.nd  o.isseninating  mar- 
ket nei-^3  infornetion  '^n  grain,  feed,  liay,   oeeo.,  dry  oe.ans,  dry  peac,  rice. 

Hovj,  I  thinir  all  of  you  are  fanilip.r  with   ir.r  r.^r'-iet  ne^'s  w^.rh,  in  that 
it  is  nerely  the  collection  of  da-ta        siv'-'ly  and  denand,  sjid  -orice  in- 
lorna.tion  'for  ai^ricvlti^jral  interests.    Aoiiit  t^-'O  ye-.rs  a^:-^  vre  decentral- 
ized that  vfork  and  that  is  ^~11  done  in  the  field  at  the  present  tine  and 
in  ^-/hf-.t  v^e  c^ll  the  rof;nTns  no^-'.     But  '-^c  felt  liho  in  -.rder  to  ho  of  the 
greatest  aid  to  famers,  that        should  put  tlip.t  v^ork  "-^ut  in  the  field 
and  hold  the  r.-^gi'^np.l  representatives  res"^onsiDle  for  naking  re"o-rr.s  that 
n^^oldv^be  of  the  greatest  use  t-^  famers  and  others  in  tl-ose  rcgi-^ais. 
ITo'.-',  ^-e  have  tried  to  furnish  th'>se  regi'^-nal  '-^G^'-ole  iniomation  that  is 
nations!  and  into  mat  i-^^nal  in  char'ct-r  that  is  ''.v.ailahle  in  Vfeshington, 
Sut  the  majority  -^f  those  market  reporr.s  in  the  regions  are  designed  to 
ho  of  special  scrviC'-  t-^  the  rsgi  ^nal  ■oc'ple.     I  heliove  -Ghat  is  all. 

DH.^  GOLD:  I  thi:ilc  if  -ou  vfould  do  one  other  thing,  mention  the  nomes  of 
your  principal  pco-olo  so  thoy  ^^±11  "begin  to  knovj  them. 

Mr.        C.  Heiss  is  the  admi::.istro.tivo  officer  f^r  the  Branch.  [The 
Con::odit5^  Inspection  rivislT-  at  the  present  time  is  he-\do€j-v:'  by  Mr. 
J.  E.  Barr,  ^.rho  is  the  ac-ing  chi.:f .    And  then  the  Standardization  P.e- 
search  and  Testing  Division  by  Mr.  3.        Black.     That  is  Bcltsvillc, 
ho^/cvcr  wc  more  or  loss  trcp.t  those  -^s  V/ashington  -0007010  b  car-so  they 
are  definitely  part  of  our  -dminisTr-' v^i"e  oct'ro.     Our  Seed  Division  is 
headed  -jn  by  Mr.        A.  Brvidson,  vho  hos  been  in  the  Dcpartnent  for  many 
yeoTs  in  connection  ^ath  s^cd  ^/ork.     Om-  Marketing  Programs  Division  is 
headed  by  T.  3.  King,    l^r .  King,  as  s'-mc  of  you  laoo'f,  was  foriierly  in 
business  in  l^Fcbras'-'-a,  ho  has  n-^d  a  l'*>t  'if  go --d  pr--^cticc  and  o-oorienco 
^'ith  the  marketing  of  com'ioditics,  partica'.,arl3'  grain  .and  fl^^iu". 
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DISl^^lIBUTIQN  BRi.NCH 
Charles  Kunkel,  Chief 


DR.  GOLD:    Distribution  v^rill- be  yotir  number  one  responsibility.    Of  ctll 
the  progrcj-as  we  have,  this  is  the  one  in  which  some  very  major  decisions 
have  to  be  made  in  a  very  short, time.     I  would  like  to  make  one  or  two 
pertinent  observations  of  the  over'^all  activity  of  the  Branch,  and  then 
talk  about  those  phases  of  our  operations  in  which  most  of  the  field 
problems  are  likely  to  arise.     The  program  operations  of  the  Distribu- 
tion Branch  a:.*e  very  extensive,    -.e  have  programs  in  every  state  of  the 
United' States,    There  are  over  3,000  counties  in  the  United  States  and 
there  are  not  more  than  15  or  20  counties  of  those  3^000  thst  have  not 
one  or  more  of  our  programs.    Because  of  that  -  the  extensive  activities 
of  the  Distribution  Branch  -  the  Regional  Directors, .  when' thu;^^-^ assume 
their  new  duties, -vdLll  have  a  lot  of  unfinished  business  thrown  into 
their  laps.    Because  of  the  extent  of  our  activities,  you  are  going  to 
have  a  lot  of  questions  asked  you.    It  is  for  this  reason  that  we 
have  placed  a  nuniber  of  selected  documents  and  statements  in  a  folder 
for  distribution  to  you.    .ue  fool  this  vdll  be  most  helpful  to  3rou  vvhen 
you  reach  your  field  posts. 

The  Distribution  Branch  has  four  distribution  programs:    tvj-o  faiiiily 
distribution  programs  -  the  Stamp  Program  and  the  Direct  Distribution 
Program  -  and  the  School  Lunch  Program  and  the  School  Milk  Program, 
The  red  Spaces  on  the  nii^p  show  the  stamp  ":lan  areas.     The  white  are 
direct  distribution  areas.    Fifty-eight  p.-jr  cent  of  the  population  is 
now  reached  by  the  Stamp  Plan,  two-thirds  of  which  is  in  urban  areas. 
Direct  distribution  reaches  4-2  per  cent  of  the  population,  two-thirds 
of  which  is  in  rural  or  small  urban  areas.     It  illustrates  some  of  the 
distribution  problems  -  operation  problems  -  better  than  we  can  explain 
in  words. 

The  Stamp  Program  is  a  Program  you  are  familiar  with.    It  is  a  program 
designed  to  increase  consumption  of  comiAoditiss,    Orange  stamps  are 
used  to  freeze  the  normal  food  purchases  of  the  starap  recipient.  lt\ 
most  areas  they  are  issued  in  the  proportion  of  one  blue  staiiip  to  tv/o 
orange  sta^nps.     These  stamps  are  exclianged  at  the  retail  stores  for  food. 
The  orange  sta.:.ips  are  used  for  any  type  of  food  used  for  htL'aan  consUinp- 
tion.     The  blue  stamps,  hor;ever,  must  be  used  for  the  purchase  of  food 
that  has  beer  designated  by  the  Secretary       agriculture  surplus  —  or 
more  recently,  any  food  on  the  Blue  Stamp  List.     The  retailer  places 
t-hese  stc-mps  on  a  card  and  turns  the  care  s  over  to  a  wholesaler,  a  bank, 
or  to  our  audit  offices  for  redemption. 

The  Direct  Distribution  Progra-n,  instead  of  operating  through  normal 
channels  of  trade,  operates  through  our  Purchase-Distribution  machinery. 
The  Purchase  Branch  carries  out  a  purchase  prograju  \/hich  is  formulated 
in  the  Commodity  Branch.    Purchases  are  made  in  the  fie].u  by  agents  of 
the  Purchase  Branch  and  comiaodities  are  shipped  to  state  welfare  agencies. 
Distribution  of  comiaodities  is  made  by  state  v/elfare  agencies  fro.a 
county  warehouses  through  the  family  distribution  program  and  the  School 
Lunch  Program  v;hich  is  in  operation  in  all  of  the  areas. 
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In  every  state  and  almost  every  county,  there  is  a  school  lunch  program. 
The  Direct  Distribution,  School  Lunch,  and  Stamp  Prograias  are  all  admin- 
istered through  agreements  v/hich  we  have  with  states  and  local  welfare 
agencies;  the  operations  of  the  school  lunch  pro.grams  are  carried  out 
by  local  sponsors,    ue  have  tivo  agreements  -  tvjo  master  agreements.  We 
have  a  Commodity  Operating  Agreement  \vhich  covers  AivIA  requirements  xvith 
respect  to  the  administration  of  the  commodity  distribution  prograjns. 
The  other  agreement  is  th.j  Stamp  Plan  Agreement  and  covers  the  provisions 
of  issuing  stamps,  scamp  purdiase  requirements,  and  re^^uires  welfare 
agencies  not  to  substitute  blue  stamps  for  welfare  grants,  etc.  There 
are  a  number  of  supplementary  agreements  betv/een  state  and  local  y^elfare 
agencies.    In  some  areas  there  are  agreements  directly  between  the  ,AM4  s-nd 
county  welfare  agencies. 

The  school  lunch  program  is  available  to  non-profit  schools  and  child 
welfare  centers.    Just  recently  the  policy  committee  has  liberalized  the 
eligibility  for  the  School  Lunch  Program.    At  one  tLme  it  was  ILriited  to 
needy  and  undernourished  children  who  carae  from  lov/  incoine  families.  Now 
any  child  who  is  unable  to  buy  his  lunch  can  participate  in  the  Program. 
The  School  Lunch  Program  at  the  present  tLiie  is  operating  in  about  93^000 
schools.    In  these  schools  we  had  a  peak  participation  for  the  last  fis- 
cal year  during  March  of  over  6,000,000  children.    Our  present  average  is 
A, 000, 000  a  month. 

The  School  Milk  Program  is  comparatively  nevi  in  its  present  method  of 
operation.    Briefly,  the  new  School  ililk  Program  operates  as  follows. 
The  AMA  v^grees  to  indemnify  a  sponsor  up  to  an  a;nount  equivalent  to 
the  cost  of  the  producers'  price  of  unprocessed  milk"  delivered  to  a 
city  plant.    The  sponsor  in  turn  negotiates  v/ith  the  processor  for  pro- 
cessing and  distributing  the  milk.    The  sopnsor  collects  from  the  child- 
ren an  amount  not  to  exceed  1^  for  a  half  pint.    Hov.'ever,        per  half 
pint  may  not  be  enough  to  cover  the  processing  and  distribution  cost  of 
the  milk,  so  there  will  be  a  small  amount  v\rhich  the  sopnsor  will  have  to 
obtain  from  other  sources.    This  Program  is  the  pride  of  the  AMA  not 
because  of  what  ive  have  accomplished,  but  because  of  xvhat  we  want  to 
accomplish.    It  is  the  policy  of  the  Administrator  that  as  only  a  small 
amount  of  money  is  now  available  for  the  program  -  about  four  or  four 
and  one-half  million,  we  will  limit  the  expansion  of  the  School  Milk 
Program  to  small  areas  not  in  excess  of  10,000  population.    A  great 
number  of  these;  areas  will  be  farm  axe^^s,    borne  of  our  informatipn  men 
have  done  some  very  good  work  in  planning  a  promotional  campaign  for 
the  program.    We  have  just  received  a  report  from  Mr.  Maben  that  in 
Illinois  they  have  about  thirty  areas  now  lined  up  with  sponsors.  The 
last  report  received  indicated  that  we         something  like  79  programs 
reaching  approxiinately  500,000  childi^eji, 

I  would  like  to  go  into  some  of  the  specific  phases  of  operations  in 
which  field  problems  will  likely  arise.    Our  organization  in  Washington 
has  five  divisions.    The  Progrcjn  Operations  Division  is  headed  byiMr. 
Buffalo  at  the  present  time,  though  he  is  in  the  procv-'SS  of  leaving  for 
a  regional  position.     He  feels  tnat  the  follov/ing  points  are  those 
phases  of  our  Prograi^i  Operations  in  v^hich  your  field  proolems  are  likely 
to  arise.    The  first  is  the  certification  problem.    Yfe  might  divide  it 
into  two  classes  -  the  certification  of  families  for  eligibility  to  par- 
ticipate in  the  Stamp  Plan  and  the  certification  of  families  for  eligi- 
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bility  to  participate .  in  thu  Direct  Distribution  Prograiia  -  both  classes 
depending  on  the  case  being  eligible  to  receive  public  assistance.  As 
usually  referred  to,  certification  iiieans  the  determination  of  eligibility 
of  assistance  households  for  participation  in  Food  Staiup  Program  or 
Direct  Distribution  Program,-    This  function  is  usually  carried  on  by  a 
public  welfare  agency,  •  Certification  by  a  vvrelfare  agency  is  a  pre- 
requisite for  certification  in  the  StsJT^p  and  Direct  Distribution  Programs 
There  is  some  disparity  beti;een  certification  by  a.v^felfare  agency  for 
ivelfare  programs  and- our  ideas  of  wliat  constitutes  certification  for  our 
own  programs.    Most  problems  revolve  around  the  question  of  h'ousehold 
size^  adjusted  household  income,  and  the  maintenance  of  adequate  budgets. 

i/it.  a  recent  m.eeting  of-the  American  Public  v/elfare  Association,  they  set 
up  a  Comiiiittee  of  state  welfare  directors  to  work  with  us  in  developing 
a  national  policy  of  certification.    They  raised  this  question  -  "Is- 
the  AMA  Stamp  Program  a  relief  program  or  is  it  a  farm  program?"  One 
member  said,  "I  can  understand  v;hy  you  v^ould  be  interested  in  how  cer- 
tification is  done  if  yours  is  a  relief  program,  buL  if  your  program  is 
Qt  distribution  of  surplus  food,  I  can't  see  where  certification  is 
any  of  your  business."    v/e  expect  to  hold  a  meeting  with  this  committee 
in  the  next  three  v/eeks  or  a  month.     I  think  we  'vvill  be  able  to  work  out 
some  of  these  problems.    National  uniform  policy  is  out  of  the  question. 
There  are  gi-'eat  differences  in  welfare  practices  -  the  vv'ay  they  compute 
-their  budgest,  etc.  -  and  it  is  apparent  that  as  long  as  there  are  these 
wide  variations  we  will  nob  be  aole  to  establish  a  national  uniform  polic; 

The  School  Lunch  Program  will  be  nearly  as  popular  as  the  School  "Milk 
Program  v;hen  v/e  put  more  money  into  it.    We  have  spent  much  time  in  ex- 
panding the. School  Lunch  Program,  but  very  little  time  in  running  it. 
There  is  a  considerable  amount  of  labor  involved  in  the  distribution  of 
cQTomodi-ties  and  in  the  handling  of  them  and  transporting  them  lo  the 
schools.    The  labor  for  the  School  Lunch  Program  has  been  supplied  by 
the  state  welfare  agenci-es  and  by  the,  M^A,     However,  there  has  been  a 
cut  of  about  50%  in  the  IjPA  appropriation  and  they  estimate  that  they 
can  employ  only  about  400,000  persons  per  month  this  year  under  their 
lii'iiited  appropriation.    v»e  hav2  depended  aLuOSt.  entirely  for  supervision 
of  the  School  Lunch  Progi^ain  on  WPA.    1/VPA  does  not  supply  a  cook  or  a 
helper  where  there  are  less  than  tiventy  or  twenty-five  children  partici- 
pating,   i-ianj"  small  schools  in  rural  areas  have  a.bs6lutely  no  supervision 
at  all.     There  is  the  difficulty  of  trcU'isportation  and  trucking,  and  you 
v;ill  find  some  welfare  agencies  trying  to  save  adjninistrative  expense  by 
cutting  dovm  on  their  nu^iber  of  v/arehcuscs.    In  places  './here  schools 
formerly  may  have  been  able  to  .go  to  warehouses  for  ca>¥aodities  twice  a 
month,  they  must  now  go  only  once  a  month.    Perishable  commodities  will 
not  move  to  these  schools..  V/e  have  to  find  out  some  vvay  to  get  labor 
for  these  prograiiis.     -ve  have  gone  to  the  Red  Cross,  the  FSA,  NYA,  and 
other  sources  for  volunteer  labor.    Additional  labor  or  help  must  be 
found  at  the  local  level.    V/e  xhave  negotiated  with  the  WA  here  but 
the  problem  has  alv;ays  been  passed  back  to  the  WPA  Regional  and  State- 
Administrators.     They  tell  us  that  the  State  administrator  has  the 
responsibility  to  assign  the  v^orkers  to. . the  ,  various  projects. - 

Our  Economic  Analysis  Divi.iion  rigxht  now  is  ^onder  Mr.  Davidson.  This 
Division  does  the  research  -vork  necessary  ta  .determine  the  basis  of  is- 
suance and  some  of  our  1  argest  problems  are.-  centered  here.  "Issuance 
formula"  is  a  term  which  we  use  to  refer  to  the  amount  of  orange 
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stamps  which  must  be  purchased  by  a  relief  client  in  order  to  get  a 
certain  amount  of  blue  stamps  free.  If  the  issuance  formula  is  ac- 
curate, we  are  better  able  to  increase  the  consuiTiption  of  food.  ,  . 
Food  consumption  studies  made  by  the  Economic  Analysis  Division  are 
a  great  assistance  in  determining  accurate  issuance  formulae. 

The  issuance  of  .commodities  is  a  function  of  the  Program  Operation 
Division.     It  is  somevvhat  different  from  the  issuance  formula  used  in 
the  Stamp  Program,     Commodity  issuance  rates  are  largely  based  on  die- 
tetic studies  which  have  be^n  made  by  the  Bureau  of  Home  Economics  v\rith 
whom  our  representatives  collaborate  in  determining  v/hat  constitutes 
fair.-, distribution  of  food  to  a  family  during  a  particular  period.  Wel- 
fare agencies  are  given  maximum  rates  of  commodity  issuance.  Maximum 
rates,  howrever,  are  not  alws.ys  the  proper  rates.    Some  welfare  cases 
ma/  not  be  able  to  use  food  at  the  maxijmLTi  rates.    Distribution  of 
food,  therefore,  should  be  watched  very  closely  to  avoid  ^vaste  and  spoil- 
age. 

The  third  Division  of  the  Washington  office  is  the  Commodity  Control 
Division.     It  is  under  ¥ir,  Albers.    Its  f^onction  is  to  direct  the  phys- 
ical handling  of  coraiiiodities  -  the  vjay  the  commodities  are  shipped,  ware- 
housed, trarisported  tc  and  m.ade  available  for  direct  distribution  and 
to  school  lunches.    Tb-i  School  Lunch  Prograiri  is  served  first  with  such 
commodities  as  may  be  available.     If  there  are  any  left  after  we  have  served 
soiibol  lunches,  we  serve  Direct  Distribution  and  then  if  there  are  any 
left,  Y7e  serve  it  to  institutions,  and  there  are  still  some  left,  we 
try  to  give  it  to  more  institutions.    A  recent  memoranduiii  which  definite- 
ly indicated  the  availability  of  certain  commodities  for  this  fiscal 
year  for  both  general  relief  and  the  School  Ijonch  Pro/jram  is  in  the 
folders  which  have  been  distributed  to  you.    It  -shov/s  ?^e  will  have  vvhite 
and  graham  flour,  breakfast  cereal,  evaporated  milk,  corn  grits  in 
South  and  Southeast,  dry  beans,  dry  skim  milk,  Irish  and  sweet  potatoes, 
grapefruit,  beets  and  carrots  on  a  seasona?..  basis.    Dried  eggs,  peanut 
butter,  canned  tomatoes  and  peca^ns  will  be  made  available  for  the  School 
Lunch  Program,  but  only  insof  ar  as  suppli  ;S  v/ill  permit.     The  allocation 
of  these  commodities  for  dist-ribution  is  c  function  which  we  call  allocat- 
ing and  shipping.    The  quan':ity  of  a  commodity  './hich  will  be  available 
for  distribution  in  the  various  regions  is  decided  as  follov^rsi    Say  there 
are  100  carloads  of  dried  beans  available  at  some  point  of  purchase.  We 
don^t  know  where  these  com..iodities  may  be  needed,  so  Iiir.  Albers  sends  a 
T-d-re  to  each  Regional  officu,  giving  pertinent  information.    The  Regional^ 
office  fans  the  information  out  to  the  various  states  in  the  Region. 
Information  as  to. the  states'  needs  is  sent  back  to  the  Washington  office, 
availability  of  commodities  is  later  confirmed,  and  the  state  welfare  i 
agencies  are  instructed  by  oTir  state  representatives  to  send  their  deliv^-!:'  • 
ery  orders  or  shipping  instructions  in'  to  the  Washington  office,  for  which 
bills  of  lading  are  prepared-.    Bills  of  lading  a.nd  shipping  instructions 
are  sent  to  the  Purchase  Branch  for  arranging  shipment  at  points  of  purchase. 

I  don^.t  think  there  is  a  full  appreciation  of  th^  importance  of  allocatio^n 
and  shipping,    Vfe  would  like  to  decentralize  this  function  more.  Certain 
matters  pertaining  to  allocating  and  shipping  are  tal<:en  up  directly  be- 
tv^een  the  Washington  office,  and  the  state  y^relfare  agencies,     i^en  our 
state  supervisors  become  mox^  familiar  i^th  this  v^ork  this  direct  contact 
v/ill  be  minimized.    State  supervisors  are  not  sensitive  to  the  importance 
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.of  this  particular  function  of  distribution.    You  can't  assign  this 
responsibility  to  a  ol620  clerk.    V/e  are  sending  out-  to  the  iiegional 
offices  a  policy  letter  covering  in  detail  this  phase  of  our  operations. 
Wien  our  field  offices  are  fully  equipped  to  handle  all  phases  of  al- 
location and  shipping^  the  entire  function  will  be  decentralized  to  our 
regional  offices. 

Another  point  -  another  phase  of  Coraniodity  Control  is  VJ'arehouse  ana  inven 
tory  Control.     I  should  like  to  give  you  several  examples  of  inadecjuate 
Warehouse  and  Inventory  Control.     In  the  state  of  Maine  we  discontinued 
the  distribution  of  coiimiodities  through  the  state.    Y^e  don't  like  to  do 
this  because  the  jjablic  assl. stance  cases  and  scr.'ol  cnildren  receiving 
■  the  coiinraodities  usuall:^  suffoi-.     The  state  had  onJ.y  two  or  ttiree  ware-c^u 
houses  in  -vhich  the  corjinodities  were  stored^  but.  over-ordering  and  bad 
warehouse  conditions  were  resulting  in  Yiastage  and  spoilage.     In  Ver- 
mont three  or  four  people  were  re  cent  Ij?"  convicted  for  theft  of  commodi- 
ties.    It  happened  in  a  small  to^.¥n  vrhere  the  v/arehouseman  continuously 
stole  the  ccrmodities  and  sold  them  to  his  friends.    V/e  are  going  to  do 
more  and  mcaj  investigation  ±r.  this  particular  ii.::ld.    We  discovered 
what  was  going  on  there  T^hroug/.  our  supervibor  and  as  tlie  result  of  that 
discovery  these  indictments  took  place.     Inadequate  warehouse  and  inven- 
tory  control  made  this  illicit  arr£.ngement  possible  and  there  was  no  way 
to  check  the  practice,     3ven  a  physical  inventory  of  comjiodities  w£s  not 
possible  because  the  commodities  were  stored  in  such  disorder.  Another 
example  ¥\ras  in  California  many  months  ago.     Commodities  were  ordered  by 
the  centrb.l  office  of  the  state  without  checking  needs  vjith  the  local 
warehouses.     The  result  was  that  they  built  up  a  load  of  commodities 
such  as  cei'eal  and  grain  products  which  they  could  not  use.     vVo  had  to 
move  some  of  them  into  other  states.    Large  quantities  were  spoiled 
because  the  v/arehouses  had  been  fumigated  so  often  the  commodities 
tasted  of  th;^  fumigant.s. 

The  Trade  Relations  Division  in  the  vi^ashington  office  is  headed  by  Tom 
Dawsey.    At  the  present  time  v/e  are  preparing  a  uniform  complio-nce  pro- 
cedure.    There  are  two  schools  of  thought  on  compliance.     One  leaned  to 
the  policing  method  -  take  every  offender  and  put  hLm  in  jail.  The 
other  leaned  to  the  e ducat ional  method,    We  have  had  experience  viith 
both.    We  don't  think  that  eitht;r  one  of  thuse  methods  is  the  perfect 
answer,  but  we  think  that  something  in  bc;tw-vjen  them  may  serve  cur  pur- 
pose.    Instead  of  using  stooges  and  und^^r-cover  men,  v;e  have  what  we  call 
a  "shopper."    7fc  put  hLa  on  our  payroll.     He  (or  she)  is  a  regular  em- 
ployee of  the  AIvIA.    He,  goes  into  the  store  and  tried  to  make  an -illegal 
purchase.     If  he  is  successful  in  m.aking  an  illegal  purchase,  he  vfill 
show  his  identification  card  to  shovj"  he- is  an  inspector.     He  has  the 
retailer  sign  a  form  acknowledging  the  offense  and  v;hich  is  also  a 
notice  for  the  retailer  to  appear  for  an  interview  at  the  area  office  at 
such  and  such  a  date.    The  shopper  then  gives  the  groceries  back  to  the 
retailer,  and  the  retailor  ret'orns  the  stamps.    We  used  always  to  have 
the  groceries  on  our  hands  and  not  know  v/hat  to  do  wdth  them,  and  the 
retailer  vrould  have  the  stamps  and  v;e  couldn't  get  them  back.     He  would, 
of  course,  ^ place  them  on  a  card  and  claimi  pa.yment  f or  them.     This  vvas  a 
false  claim.    Mr..  Dav/sey  will  have  this  plan  out  before  long.     He  is 
now  setting  up  an  experimental  area  in  all  the  regions. 


Our  fifth  Division  is  our  Nutrition    Division,    This  is  not  a  Division 
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in  the  sense  that  the  other  four  Divisions  are  Divisions . of  the  Distri-  . 
but  ion  Branch.     It  is^  however,  as  much  a  part  of  v^hat  we  are  doing  in 
Vfeshington  as  any  other  function  of  the  Distribution  Branch.    It  is  set 
up  along  different  lines,    We  have  obtained  on  detail  froiii  the  Bureau 
of  Hone  Economics  the  services  of  ¥irs,  Rowena  Carpenter.    Under  the 
supervision  of  Dr.  Louise  Stanley,  Director  of  the  Bureau  of  Home  Eco- 
nomics, Ivlrs.  Carpenter  advises  us  on  nutrition  matters.    We  have  a  nutri- 
tion specialist  in  each  of  the  Regional  offices  except  in  the  northeast. 
The  purpose  of  the  nutrition  division  is  to  get  out  to  the  Regional  of- 
fices low-cost  recipes  with  statements  as  to  the  use  of  the  commodities. 
There  are  nutritionists'  services  available  in  other  agencies  -  Exten- 
sion Service,  State  Departments,  Public  Health  Service,  and  some  private 
agencies,  which  will  be  available  to  us,    Iiirs,  Carpenter  and  our  regional 
nutritionists  will  be  able  to  deter^iine  hov;  to  use  these  services  to  our 
best  advan1;*age. 

There  was  a  question  raised  in  yesterday's  meeting  in  Mr.  Hehdrickson's 
office  about  cutting  funds,  and  it  was  indicated  that  some  curtailment 
of  our  operations  may  be  necessary.    As  far  as  I  know,  however,  they 
will  expand  school  milk  up  to  7i  million  dollars,    fie  have  hopes  of  go- 
ing further,    I'm  sure  it  is  also  ecjually  desirable  that  we  expand  the 
School  Lunch  Program.    We  have  hopes  of  increasing  the  amount  of  com- 
modities available  ofer  what  we  distributed  last  year*    I  think  we  can 
all  assure  you  that  there  will  be  no  curtailment  in  the  School  Lunch 
Program.    We  would  like  to  have  it  expanded  to  reach  9,000,000  children, 
if  possible.    Any  curtailment  to  meet  the  cut  in  funds  will  probably 
come  from  the  Stamp  Program  and  Direct  Distribution.    Here  is  the  prob- 
lem,   Yle  don't  know  how  to  make  this  cut.    We  are  now  working  on  this 
and  are  making  some  progress.    Dr.  'Waugh  and  Dr,  Gold  are  working  vvdth 
us  on  the  problem.    V/e  have  been  considering  a  flat  rate  of  issuance 
of  blue  stamps  of  ^2.00  per  person  per  month.    We  don't  know  if  that  is 
the  ansvjer  to  all  the  problems,  but  we  do  know  that  it  ;70uld  be  an  an- 
swer to  cutting  the  program  cost  and  it  would  take  care  of  another 
problem  -  the  disparity  between  benefits^  under  the  Stamp  and  Direct 
Distribution  Programs.    Last  year  the  average  cost  of  blue  stamps  issued 
per  person  per  month  by  the  Stamp  Program  was  #2,70  per  person  per  month. 
On  Direct  Distribution,  the • cast  per  person  per  month  was  45^  and  on 
School  Lunch  the  cost  was         per  per.son  per  month.    If  we  cut  to  a  flat 
rate  from  ^,^2.70  to  $2.00  per  person  per  month,  and  increase  the  rate  6f 
direct  distribution  it  would  ellt-iinate  some  of  this  disparity.    We  are 
considering  at  this  time  some  kind  of  a  formula  which  will  assure  more 
equitable  distribution  of  our  expenditures  according  to  states.  Marc 
Gordon  has  done  a  great  deal  of  work  on  this  formula  and  I  would  like 
him  to  tell  you  v;hat  has  been  done, 

MR.  GORDON:    Hri*  Hendrickson  mentioned  at  a  meeting  yesterday  that  there 
is  some  need  for  readjusting  Section  32  expenditures  by  states  so  that 
benefits  of  AM  will  be  distributed  more  equally  to  states.    During  the 
time  the  Stamp  Program  viras  expanding,  it  v^as  extended  to  new  areas  i,d.th 
the  idea  that  it  eventually  would  be  na,ti on-wide.    No  attempt  was  made  • 
to  get  the  Stamp  Program  on  an  equitable  basis  by  states.    The  demand 
_for  the  program  varied  a  great  deal  from  state  to  state.    It  varied 
according  to. the  promotional  ability  of  our  own  field  people.  It 
varied  according  to  the  willingness  of  state  and" local  authorities  to 
assume  obligations  required  under  the  Stamp  Plan,    So  the  Food  Stamp 
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Prograjn  expanded  where  there  was  a  demand  for  it  and  v^here  it  was  most 
easily  put  into  operation.    Expenditures  for  the  School  Lunch  Program 
correspond  a  little  more  closely  to  need  than  does  the  Stamp  Prograjn. 
Penny  milk  was  not  expanded  very  uniformly  and  was  initially  confined 
largely  to  a  .few  states.  ■  Consequently  Section  32  expenditures  are  not 
equitably  distributed.    There  are  good  reasons  why  more  money  should  go 
into  some  areas  and  in  some  states  than  others.    Nevertheless,  present 
distribution  of  expenditiJircs  is  difficult  to  defend.    It  ivould  be  dif- 
ficult for  us  to  defend  as  much  as  we  spend  in  a  few  of  the  states  or  as 
little  as  we  spend  in  some  of  the  others.    Sometime  ago  the  Administrator 
appointed  a  committee  to  study  the  problem  and  recommend  some  formula  for 
allocating  these  funds  to  regions  and  states.    The  committee  considered 
that  the  best  means  of  allocating  is  to  allocate  on  the  basis  of  need. 
The  question  of  determining  need  howe-ver  v/as  a  difficult  one.  Allocation 
probably  should  be  made  on  the  basis  of  per  capita  real  income^  but  no 
adequate  figures  exist  by  states.    We  considered  doing  it  on  a  basis  of 
number  of  people  participating  in  the  Social  Security  Program,  but  that 
method  had  to  be  discarded  because  many  states  had  a  very  incomplete  So- 
cial Security  Program,    Another  xx)Sciailii7/    was  to  allocate  funds  to  Re- 
gions and  states  on  the  basis  of  Regional  case  load  -number  of  persons 
eligible  for  the  S+smp  Plan  and  Direct  Distribution  Program.    There  are 
a  lot  of  disadvanj:ages  in  doing  that  because  the  method  used  to  arrive 
at  an  eligible  case  load  varies  a  great  deal.    The  Com;iiittee  finally 
recommended  a  method  of  allocating  to  Regions  on  the  basis  of  population 
and  case  load,  giving  equal  weight  to  each  and  to  states  within  Regions 
on  the  basis  of  population  only.     It  was  felt  that  case  load  is  a  fairly 
good  indication  of  relative  need  by  Regions,  but  that  within  Regions 
there  is  too  much  variation  in  certification  practices  as  between  states. 

Under  this  system,  the  Southern  and  Southwestern  Regions  v/ould  get  more 
Section  32  money  than  their  proportionate  share  on  a  population  basis. 
As  the  Administrator  indicated  yesterday,  the  allocations  have  not  been 
decided.     The  chances  are  that  the  Southwestern  and  Midv;e stern  Regions 
are  now  spending  Section  32  money  at  an  excessive  rate.    The  Southern 
and  Great  Lakes  Regions  are  probably  under-spending.    The  Mountain  Re-f 
gion  is  slightly  over-spending.    The  Pacific  Region  is  about  right. 
Some  of  the  Regions,  notably  Northeastern,  Sduthwestern,  and  Midwestern, 
are  to  be  faced  with  the  problem  of  cutting  dovm  the  rate  of  expenditures 
for  all  programs  and  at  the  same  time  to  expand  school  lunches  and 
penny  milk.    Probably  regions  now  under-spending  will  not  be  permitted 
to  expand  because  our  over-all  available  funds  are  going  to  be  a  groat 
deal  less  than  last  year.    States  in  which  the  rate  of  expenditures  is 
too  large  are  those  in  which  the  Stamp  Plan  is  state  vd.de  or  in  v»rhich 
the  Stjamp  Plan  reaches  the  greatest  percentage  of  population,  because, 
as  Mr,  Kunkel  pointed  out,  the  rate  of  supplementation  is  greater  under 
the  Stamp  Program.     Consequently  a  reduction  in  supplementation  v/ould  go 
a  long  way  toward  adjusting  the  inequalities. 
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OPERATIONS  OF  COMODITY  PURCHASE  PROGRAI.IS  IBIDER  SECTION  32  LEGISLATION 

H.  C.  Albin,  Chief,  Pior chase  Branch 

Gentler.en:     I  have  a  susr^'^.cion  that  ycu.  ars  pretty  well  talked  to  death  and 
I  don't  want  to  add  unduly  to  you<r  bui^den.     I  vdll,  therefore,  do  my  utriost 
to  limit  Liy  re-r.arks  on  S;-.ction  32  Purchase  Programs  to  the  barest  essentials. 
The  history  cf  conn-iodity  purchase  programs  pursuant  to  Congressional  legis- 
lation, usually  referred  to  as  "Section  32,"  has  a  particular  operating 
philosophy  riuming  throughoiit •  it s  pages.     This  is  a  practical  philosophy  of 
service  to  the  prccV.cers..  tr,  the  agriculture.!  marketing  structure  of  tne 
nation,  and  to  the  census- rs.     '^he  several  men  vai''  ■  .ive  been  ch^.rged  by 
Secretaries  of  Agi'i culture  Tjith  the  administration  ^-f  this  legislation  have 
given  to  its  operations  che  best  thax  they  had  so  r-hat  the  commodity  purchase 
programs  would  operate  effectively.     Chester  Davis,  Howard  Tolley,  Jesse  Tapp, 
Llilo  Perkins,  and  now  Roy  Hendrickson,  have  'made  the  sejrvice  philosophy  of 
Section  32  a  national  agricultural  institution. 

I.lien  we  look  h';.ck  at  our  pijrchaie  activities  under  this  legislation,  there 
is  one  cijtstancj  ng  result  viiich  lo  impressivep     It  is  the  effect  that  our 
activities  have  had  on  the  entire  market  history  during  the  pasi:  several 
years.     By  and  ].arge,  this  effect  has  been  one  of  construction  ajid  develop- 
ment of  better  marketing  conditions  for  the  producers.     This  result  was  in 
no  way  accidental*     To  attain  it  we  v;ere  required  to  have  a  full  understand- 
ing of  the  entire  market  situation  for  a  particular  comiTiOdity  and  any 
attendant  cirr-;,-^.stances  livhich  might  affect  the  "marketability"  of  a  oonnTiodity 
which  was  looiced  upon  as  being  in  surplus  status.     Our  vast  numbers  of  pur- 
chase programs  are  marked  with  irrevocable  tributes  to  the  men  responsible 
for  their  operations.     These  tributes  are  recognized  in  the  courage  that  our 
producers  throughaut  the  country  have  developed  in  their  feeling  of  security 
that  the  Administration  would  exert  every  effort  to  give  them  a  fair  deal  in 
this  problem. 

Concurrent  mth  the  development  of  producers*  courage,  we  notice  a  companion 
development  which  we  might  refer  to  as  "buyer  courage."     This  is  important. 
T.'ith  grade  and  price  guaranteed  by  the  Administration,  both  the  seller  and 
the  buyer  can  deal  on  the  open  markets  in  a  spirit  of  amiable  cooperative- 
ness  and  mutual  trust.     The  philosophy  of  operation  of  Section  32  Purchase 
Programs  has,  in  addition,  resulted  in  better  grades  of  coirmiodities  and 
better  packaging  for  commodities. 

Thile  we  agree  that  the  philosophy  has,  in  general,  been  progressive,  we 
must  be  aware  of  some  of  the  operating  details  which  gave  this  philosophy 
articulation  and  action.     Fundament  ally,  the^e  prograiris  have  been  operated 
to  protect  grovrers'  interests  and  other  similar  interests  and  have  been 
operated  on  schedule  so  that  no  inv-alid  marketing  situation  developed.  Our 
representatives  "on  the  ground"  have  been  responsible,  to  a  great  extent, 
for  the  operations  of  the  programs  and  since  we  had  men  in  vhom  we  had  con- 
fidence, vre  could  take  their  evaluations  of  market  conditions,  the  effect 
of  climate,  soil  problems,  changes  in  consumer  tastes,  and  p^Jssible  depletion 
of  sales  of  the  commodity,  as  Valid  and  objective.     Therefore,  we  have 
confidently  inaugurated  purchase  programs  pursuant  to  their  recoimnendations . 
This  is  administratively  important  if  you  are  to  get  the  best  out  of  the 
•purchase  representatives. 
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Unless  we  kno-vr  irj-hat  we  are  going  to  buy,  why  we  are  going  to  buy  it,  \7hen  we 
are  going  to  buy,  and  have  an  outlet  for  whatever  we^buy,-  it  is  quite  appar- 
ent that  our  operations  vrould  soon  occasion  a  great  deal  of  criticism.  In 
general,  I  feel  that  today  ive  have  a  "natural  operating  situation"  for  this 
type  of  purchase  prograiii.    ITith  good  men  on  the  ground  giving  us  the  immedi- 
ate pic":';rc  in  the  area,  we  in  "'"'-'aohington  have  been  in  the  advantageous 
posi-l;icn  of  being  able  to  make  final  judgments  ^  knowing  that  this  adequate 
inform  at. 1  nil  v/oG  a"7a,:'.lable  u,r^  on  which  to  base  that  ^judgment.     The  question 
of  outlets  for  our  purchases  h?'.s  been  very  im.portant.     Today  the  question 
of  outlets  is  more  importp.nt  than  ever  before.     I  do  not  feel  that  we  can 
look  upon  Section  32  Purchase  Programs  as  a  cure-all  for  any  marketing  ill. 
Rather »  it  is  an  adriiinis ti'ative  L'.edicine  Yiihich  msJres  it  pot^sibj.e  for  the 
patient  in  ih  i oh  wo  are  i:?.-Geres d  to  regain  much  rv?eded  strength  lo  that 
the  supplemental  therapy  cf  mei-'.cting  organizatio:i  can  be  appl:'-'d  T.lbh  the 
confidence  thp.t  the  patiieiit  is  in  a  condition  to  respond  to  treatment. 

In  addition  to  these  all-imiportant  contributions  which  Section  52  purchase 
operations  have  m.ade  to  the  over-all  agricultural  picture,  there  is  another 
phase  of  o\sr  operations  which  is  not  iiimedir'-; dy  evident,     I  refer  to  the 
effect  that  o"':'r  purchase  'oroced^'r es  has  had  ii..  hairing  j.ocal  producers  to 
attain  s  oiidai  i ty  of  purpc  se  an interest.     I  have  r -^cei'v-^d  vr-i'oal  and 
witten  statem-j.it s  from  &.li  over  the  cc.Lntry  edvi.'^iij.g  nie  that  'o\~e  growers' 
committees,  which  w-?re  established  by  our  represei^tatives  in  the  interest 
of  a  possible  commodity  'curcha.'^e  progran  in  the  area.,  ho-ve  continued  to 
flourish  almost  as  sccia.1  or  economic  institutions  .a.nd,  zTtOcia  in  their 
particular  sections  of  the  oom'.txy.     These  reports  have  been  si^i'^-r-lemented 
by  statements  from  local  bankirg  organizations,  ChaT;ibers  of  CoLi.'.orco, 
Senators  and  Ccngressmenj,  county  agenos,  and  State  "departments  jf  Agricul- 
ture, attesting  to  t.he  real  worth  i#iileness  of  these  operations. 

It  is  difficult,  if  not  impossible,  to  foretell  when  a  surplus  is  going  to 
occur  in  any  particular  area  or  section  of  the  co'ontry.     Nature  itcolf  pre- 
cludes such  prophecy.     Such  questions  as  crop  ma.turity  dates  and  competition 
from  other  commodities  which  might  destroy  the  market  are  questions  viiich 
no  person  can  be  expected  to  foretell  with  definite  accuracy.     I  emphasize 
this  point  because  we  cannot  expect  our  field  men  to  be  soothsayers. 

Briefly,  the  procedure  for  setting  up  a  local  puxchase  program  is  about  as 
folloivs.     The  Washington  Office  supplements,  as  much  as  we  can,  the  informa- 
tion subnitted  by  the  local  representative  relative  to  crop  conditions, 
Yireather,  and  other  important  and  relevant  background  material.     Each  repre- 
sentative, when  he  goes  into  a  parti cul  ar  area,  confers  with  representatives 
of  the  Extension  Service,  the  county  agents,  other  representatives  of  the 
Department  of  Agriculture,  members  of  the  local  Chamber  of  Commerce,  and 
local  appointed  and  elected  officials.    We  feel  that  if  our  men  do  this 
they  should  have  a  very  good  picture  of  the  problems  to  be  encountered  in 
setting  up  the  progrgmi  and  the  possible  demands  that  the  market  might  make 
on  our  activities.     FolloTJ-ing  this,  our  representative  confers  with  the 
producers  in  the  area  through  the  medium  of  growers'  conirdttees .  This 
gives  him  the  complete  "on-the-ground"  picture  and  he  is  in  an  excellent 
position  to  evaluate  his.  ovm.  ste.tus  in  x^ossible  developments  in  the  area. 
These  growers'-  meetings  are,  to  m.y  way  of  thinking,  definite  evidence  of 
democracy  in  action  since  they  represent  a  technique  for  presenting  ideas 
and  problem.s  in  a  spirit  of  friendliness  arid  cooperation.     In  addition  to 
the  comraittee's  giving  our  representative  the  complete  picture  in  the  area, 
it  acts,  more  or  less,  as  the  interm.ediary  between  him  and  any  "pressure 
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j^roup"  that  ciay  be  trying  to  operate  in  thj.t  particular  section  ir.  its  ov/n 
interests.  I  alpo  feel,  frcxn  t?-c  experii^ncc  th£.t  I  huve  had,  that  v/ith  the 
opportunity  or.r  represrntative  has  ox  expediting  procedures  b/  ex-jlainin^^  , 
the  proper  .Tiethoc'.s  of  filling  out  the  re  ;!uired  fonr.s,  v.e  have  been  able  to 
speed  up  the  payment  to  the  producers  so  that  the  final  bond  of  cooperation 
is  sealed  by  a  nediuni  ^vhich  can  keep  the  producer  on  his  ovjn  feet  and  in  tr,e 
narket  picture. 

The  demanus  n-iade  on  our  local  purchase  repr ~sentativc  are  tre  mendous.  He 
must  be  at  one  and  the  sarie  time  a  judge  and  a  ,1ury.     Growers  approacl  him 
for  advice  and  pressure  groups  approach  hin  for  favors.     In  addition  to 
these  deiaandi.-,  the  procedures  thc;.;iselves  i;.aii.e  deir.ands  on  him  vjhich  in^-ny 
times  require  his  attent:*. -^n  aft'^r  the  day*s  purchs.ce  operations  are  con- 
pleted.     iheac  demands  include  r.uch  things  as  acqv.iz'ing  adequate  ard  suf- 
ficient equipjr.ent  from  the  carriers  so  that  the  purchased  com^aodities  can 
move  in  an  orderly  fashion  to  the  outlet  point,  a-id  securing:  office  space, 
personnel,  etc. 

Since  the  cau?:es  of  surplus  are  extremely  variable,  ve  have  founi  it  ad- 
vantageous to  appoint  "rria:-.''ket-v.i3e"  personnel  to  our  field  staff.  Local 
econo::iic  conditions,  as  i'-:dicat'^d  by  :::arl:et  studies  j,  are  usually  ascribed 
to  be  the  basic  cause  of  surplus.     This  .uay  be  described  in  n.^ny  imys, 
includinfi'  overproduction  in  on  area  "fd^ere  rAarketiuf.  facilities  are  inad- 
equate  or  linited,  an  attempt  on  the  part  of  a  self-centered  group  to 
promote  a  purchase  pro[vraia,  or  Ihie  absence  of  planning;.     The  prest^nce  of 
a  purchase  represent-^tive  in  these  areas  brings  about  a  certain  psycholo£;- 
ical  effect  on  the  producers  so  trat  v:e  find  theri  aporoachin^^  the  market 
place  confidently  and  insistii.i^  u.'o^  the  ri[,ht3  that  they  loiov;  to  be  their 
ov-Ti.    SiiViV.ltaneously,  the  buyer  finds  himself  in  a  position  vdiere  he  is  also 
protected  ard  i.here  he  can  buy  confidently  sir;ce  ho  is  protected  against  any 
unusual  or  precipitated  market  slu-ip. 

The  problems  I  have  set  Torth  here  are  what  ve  might  call  ordinary  proble-.s 
occurring  under  usual  operating  coniitions.    Hoivever,  today  v.e  are  not  living 
in  ordinary  normal  times.     The  advent  of  v.ar  '..ith  the  effect  ol*  diminishing 
transportation  facilities,  because  of  fuel  and  rubber  shcrta:,es,  has  ^  direct 
and  inr^eiiate  effect  on  our  purchase  prof-ron  plans  a^-id  operations.  '...1th 
this  situation  facin_  them,  our  re  recjentatives  must  become  even  more  ingen- 
ious and  assuiiic  even  ::i0re  initiative  than  heretofore,  particularly  in  ar- 
ranj^iiir  for  transportation  equipment  in  order  to  .r.ove  the  comraodities  out 
of  t-ic  producinr;  area  into  the  marketin::;  rdrea. 

If  I  rf-ir^ht  sum  up  the  various  characteristics  that  go  to  make  up  a  ^ocd 
purchase  representative,  I  ivould  say  they  are:    market  sense,  sincerity, 
genuineness,  and  an  enthusiastic  interest  in  doing  the  job  vrhich  has  been 
assigned  to  us.    Unless  you  have  this  type  of  an  individual  operating  your 
purchase  programs,  you  Yd  11  find  yourself  besieged  by  complaints  and 
grievances  -^vhich  v.lll  talvo  up  a  considerable  portion  of  your  -v/orking  day. 

It  has  been  said  tiiat  the  Section  22  Programs  are  not  "vvar"  programs.  I 
cannot  agree  v.ith  this.    Fortunc^tely ,  I  have  been  in  a  position  vhcre  I  have 
had  complete  knoivledge  of  our  Lend-Lease  requirements  and  ^-^hen  I  realize  the 
demands  that  are  going  to  be  made  on  our  farmers  on  the  food  production  line, 
I  feel  it  is  even  ;:iore  important  that  the  Congress  by  legislative  action 
guarantee  the  ."American  farmer  not  only  a  fair  and  equitable  income,  but 
also  assure  him  that  the  tragedy  of  surplus  against  'vhich  he  has  been  fight- 
ing T;ili  not  again  imperil  his  economic  security.    Section  32  contains  such 
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the  Division  of  Procurement  if  it  is  apparent  that  additional  purchases 
should  be  made  to  meet  the  requirem.ents  or' to  proteGt.;our  stockpile.  Or 
it  will  refer,  the  infprmatipn  to  the  Division  of  Custody  and  Disposition 
for  the  movement  of  the  comjr.odl ties  to  port"- positi on,     The '  responsibility 
for  smooth  operations  of  our  field  organization  . rests.. in  the  .  Division  of 
Field  Operations.  .  -. 

In  order  to  handle,  the  responsibilities  assigned -'to  the  Branch,  we  have 
entered  Into  .eighteen  thousand  contracts  and  are'. -now  averaging  a'qout 
fifteen  hundred  new  contracts  per  months'    Since  the -.Branch  must  account " 
for  every  pound  of  food  purchased,  we  process  approximately  seventeen 
thousand  conuxioditv  receipts  per  .iionth  which  have  been  signed  by  our  many 
consignees,  requiring  thj  trr T:.j-!rrittal  of  about  o'ln  hundred  and  thirty-six 
thousand  aocumentG  per  month  to  these  consignees. 

At  the  present  time  we  have  entered  into  contracts  mth  m.ore  than  four 
hundred-  and  twenty-five  warehousemen  located  throughout  the  Nation  for 
the  s.torage  .of  AMA-owned  commodities.       '•  '         ■  • 

In  addition  ^-o  these  responsibilities,  the  Branch  also,  of  necessity, 
maintains  veiv  close  working  relationships  v.-j,  jh  ether  gc -rerrment  agencies 
such  as  the    .ar  Production  Board,  the  Office  of  Price  Admini^^  oration,  the 
Board  of  Economic  T."arfare  and  the  Office  of  Defense  Transportation., 
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a  guarantee.     Today  every  American  farmer  knows  that  if,  from  some  unexpected 
cause,  his  carefully  planned  war  production  will  not  be  marketable,  the  AMA 
stands  ready  to  help  him  protect  that  market  as  much  as  possible. 

In  addition  to  the  Section  32  Purchase  Program,  the  Purchase  Branch  has 
several  other  purchase  programs  occasioned  by  the  demands  of  war.  These 
programs  are  operated,  in  the  main,  on  an  offer  and  acceptance  basis  and 
are  managed  in  the  Washington  Office. 

These  are:    The  General  Commodity  Purchase  Program,  the  Defense  Aid  or 
Lend-Lease  Program,  the  Red  Cross  or  Section  40  Program,  the  Territorial 
Emergency  Program,  and  the  Caribbean  Stockpile  Program. 

The  General  Commodity  Purchase  Program,  usually  referred  to  as  "GCP,"  was 
instituted  on  March  8,  1941.    Tte  might  say  that  this  is  our  "operating 
purchase  program"  since  under  its  terms  v/e  have  vj-ide  latitude  to  sell  to 
and  exchange  v/ith  other  programs.    The  distinct  advantage  of  this  program 
is  that  under  its  authority  we  can  maintain  stockpiles,  thereby  being  in  a 
position  to  meet  the  demands  of  other  programs  quickly.    For  instance,  when 
the  Territorial  Emergency  Program  or  "TEP"  was  established  by  the  Congress 
on  December  23,  1941,  the  Branch  was  in  a  position,  by  virtue  of  the  CGP 
stockpile,  to  move  comi:nodities  into  San  Francisco  on  December  24,  1941,  to 
meet  the  first  food  boat  going  to  Ha-vi^ii.    During  the  seventeen  months  of 
purchase  activities  in  the  CGP  Program,  we  have  purchased  one  and  one-half 
billions  of  dollars  of  foodstuffs.    Of  this  amount,  approximately  one  billion 
dollars  of  commodities  has  been  purchased  in  turn  by  the  Defense  Aid  Program 
for  consigmient  to  the  British,  Russians  and  others.     The  Defense  Aid,  or 
Lend-Lease  Program,  Vv'-as  created  by  an  Act  of  Congress  on  March  11,  1941. 
Since  December  23,  1941,  when  the  TEP  Program  w^as  inaugurated  we  have  pur- 
chased approximately  thirteen  millions  of  dollars  of  foodstuffs  for  Hawaii. 

In  addition  to  these  programs,  there  was  established  on  June  8,  1942,  the 
Caribbean  Stockpile  Program.     This  program  is  actually  tvjo-in-one.    On  the 
one  hand,  we  are  purchasing  commodities  under  requisitions  from  the  Depart- 
ment of  the  Interior  to  be  paid  for  by  funds  appropriated  to  that  Department 
for  the  purpose  of  feeding  the  civilian  population  in  the  American  Possessions 
in  the  Caribbean.    On  the  other  hand,  we  are  purchasing  commodities  for 
stockpiling  in  Santiago  de  Cuba  and  San  Juan,  Puerto  Rico,  for  eventual  use 
either  in  the  United  States  Possessions  or  for  sale  to  the  British  and  other 
coTintries  represented  in  the  area.     To  date  we  have  expended  four  millions 
of  dollars  under  the  authority  of  this  program. 

During  the  period  March  1941  to  July  1941,  our  purchases  averaged  about 
tv;enty-five  millions  of  dollars  per  month;  during  the  period  July  1941  to 
October  1941,  purchases  increased  to  a  monthly  average  of  approximately 
fifty  millions  of  dollars.    At  the  present  time  we  are  purchasing  at  the 
rate  of  almost  one  hundred  and  fifty  millions  of  dollars  per  month. 

The  Purchase  Branch,  which  is  charged  mth  the  responsibility  of  procuring, 
storing  and  shipping  comiAodi ties,  is  organized  on  a  Divisional  basis  de- 
termined by  the  flow  of  work  through  the  Branch.     This  flow  of  work  is 
briefly  as  follows:    l/Vnen  program  requirements  are  received  from  the  Office 
of  the  A.dministrator,  they  are  transmitted  to  the  Division  of  Program  Planning 
and  Operations,  T^ich  has  the  inventory  position  on  all  commodities  immediately 
available.     This  Division  reflects  the  requirements  against  our  inventory 
position  and  submits  this  inf omation,  viith  a  recommendation  for  action,  to 
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CO!v»DITY  SXCHANOS  BRANCH 
J.  M.  Mehl,  Chief 

I  am  sure  that  the  regional  administrators  have  learned  by  this  time  that 
Mr.  Hendrickson  has  quite  a  large  official- family.     In  this  family  are  ten 
daiiighters.     Each  bears  the  middle  name  of  "BrajichJ'    Hine  of  them  are  very- 
beaut  iful,  very  attractive,  and  are  assiduously  courted  by  the  T)oys  on  the 
Hill.     The  tenth  daughter,  the  Commodity  Exchange  Branch,  is  very  plain  and, 
as  Mr.  Hendrickson  indicated  last  evening,  is  lacking  in  sex  appeal.  '  The 
boys  on  the  Hill  can't  see  anything  interesting  in  her  at  all.  However, 
this  daughter  is  a  pretty  good  girl.     She's  22  years  old;  she  has  never  been 
involved  in  any  scandal,  and  has  never  made  much  trouble  for  her  parents. 
She  has  not  had  a  lot  of  publicity  of  arty  kind,  but  some  of  it,  at  least, 
has  reflected  credit  to  the  Department,     I  am  hopeful  that  through  the  Mlk 
we  may  make  this  "ugly  duckling"  a  little  more  attractive.     A  little  face 
lifting,  perhaps.     I  hope  that  Hendrickson  ma;/"  find  enough  time  sometime 
away  from  being  "Butter  and  Egg  Man"  to  a  warring  world,  that  he  can'  devote 
some  of  his  great  ability  and  driving  force,  he  and  Mr.  Kitchen,  to. bringing 
this  child  out. 

I'm  not  complaining  about  the  cut  in  appropriations  la.st  year.     It  was  large- 
26  percent,     "^e  felt  rather  bad  about  it,  but  I  can  not  say  the  attitude  of 
Congress  was  not  understandable,  even  if  I  do  not  agree  with  it.     But — and 
this  may  seem  inconsistent — I  don't  think  it  ^as  entirely  illogical  from  the 
congressional  point  of  view.     Congressmen  ajid  Senators  alike  nati^rally  took 
cognizance  of  the  fact  that  at  the  time  of  the  hearings  there  was  price 
legislation  and  many  war  powers  were  in  effect,     I  think  it  w^is  quite  natural 
for  them  to  feel  that  under  the  war  powers  and  under-  the  Emergency  Price 
Control  Act,  the  Government  had  greater  authority  to  deal  with  prices  exid. 
to  deal  with  manipulation,  speculation,  and  that  sort  of  thing,  than  could 
be  exercised  under  the  Commodity  Exchaaige  Act,     They  also,  felt  that  specu- 
lation was  on  the  way  out.     In  the  public  mind,  as  well  as  in  the  mind  of 
Congress,  futures  trading  and  specula.tion  mean  about  one  and  the  same,  thing, 

I  heard  Harry  Reed  this  afternoon  say,  well,  he  boasted  of  the  fact  that  AIvlA 
was  the  best  outfit  in  the  Department  of  Agriculture.    We  all  agreed.  Then 
he  admitted  and  waived  proof  of  the  fact  that  the  Livestock  Branch  was  the 
best  outfit  in  AMA.     I  did  not  hear  all  the  other  branch  chiefs,  but  I  assume 
they  followed  suit.    Nov/,  I  can  not  conscientiously  say  that  the  Commodity 
Exchange  Branch  has  the  most  "important  work  in  the  Department  of  Agriculture 
at  the  present  time.     Indeed,  I  am  quite  prepared — and  this  isn't  a  prophecy, 
it  isn't  a  fear — >but  if  this  war  goes  on  long  enough,  and  scarcities  of  food 
supplies  and  basic  commodities  become  a  reality  to  such  an  extent  tha^t  we 
have  general  price  fixing  and  ceilings,  obviously  futures  trading  will  be 
severely  reduced.     Perhaps  it  will  be  carried  on  only  in  nominal  amounts. 
But  AMA  must  assume  leadership  for  developing  a  great  marketing  program  in 
this  country  that  will  begin  with  the  producer  and  carry  right  through  to 
the  consumer.     In  this  program,  recognition  must  be  made  of  the  commodity 
exchanges,  which  in  their  essential  elements  are  after  all  just  a  meeting 
place  for  buj^ers  and  sellers.     They  grow  up  pretty  much  in  the  sajne  way 
that  a  bar  association  is  organized,     A  few  lawyers  get  together  at  lunch, 
talk  over  mutual  problems;  in  time  a  set  of  rules  are  developed.  Conditions 
for  membership  are  laid  down  and  finally  a  code  of  ethics  governing  pro- 
fessional conduct. is  established. 
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We  shall  have  cominodity  exchanges  so  long  as  there  is  any  semblance  of  a 
free  marketing  mechanism.     It  may  be  that  futures  trading  will  not  be  the 
most  important  activity  on  the  exchange.     Speculation  may  be  very  much 
smaller  in  volume  after  the  mr.  But  there  is  a  place  for  these  institu- 
tions, and  when  the  time  is  ripe  the  AI'B.  should  take  the  leadership  in 
pressing  for  regulation  that  will  emphasize  more  control  over  the  cash 
markets  and  also  strengthen  the  provisions  with  respect  to  futures  trading. 

Ordinarily,  in  developing  discussion  concerning  the  work  of  the  Commodity 
Exchange  Branch,  I  suppose  I  would  start  with  a  history  of  the  act  and  of 
the  conditions  which  . led  to  the  enactment  of  the  basic  law  in.  1922 — the 
Grain  Futui'^es  Pot,     I  do  not  believe  this  kind  of  discussion  mil  be  neces- 
sary tonight.     The  Future  Trading  Act  of  1921  was  rather  interesting.  It 
was  declared  unconstitutional  as  an  improper  and  invalid  use  of  the  taxing 
power.     I  don^t  know  vihether  the  Olsen  case,  vihich  established  the  consti- 
tutionality of  the  Grain  Futures  Act  is  regarded  by  law;^'-ers  as  a  leading 
case, but  it  certainly  marked  a  change,  or  introduced  ^  new  tv^ist,  in 
commerce  law.    Prior  to  the  time  that  the  Future  Trading  Act  was  enacted, 
I  believe  legislative  counsel,  and  Department  la-vvyers  generally,  felt  that 
the  power  to  regulate  interstate  coinmerce  could  not  be  invoked  to  regulate 
futures  trading,  because  all  futures  contracts  are  in  fact  contracts  made 
and  executed  wholly  within  the  confines  of  a  State.     So  the  first  law  was 
predicated  on' the  taxing  power.     But  the  United  States  Supreme  Court,  in 
the  Future  Trading  Act  case,  practically  suggested  that  although  regulation 
could  not  be  had  through  use  of  the  taxing  power,  there  Y;as  foundation  for 
the  use  of  the  commerce  powers.     The  Grain  Futures   '  ct  and  the  present 
Commodity  Exchange  Act  rest  on  a  recognition  that  the  use  of  futures  markets 
in  hedging  commodities  moving  in  interstate  comraerce  and  their  use  as  a 
price-basing  medium  affects  interstate  commerce,  and  that  abuses  in  these 
markets  make  regulation  necessary. 

The  Commodity  Exchange  Branch,  unlike  most  of  the  other  branches,  has  just 
one  function,  one  responsibility — the  enforcement  of  the  Commodity  Exchange 
Act.     The  purpose  of  that  act,  in  very  general  terns,  is  to  regulate  futures 
trading  in  certain  important  agricultural  coinraodities,  and  to  extend  a 
measure  of  Federal  regulation  over  coiamodity  exchanges.     It  does  not  cover 
all  agricultural  corruTiodi ties .     It  covers  all  grains,  flaxseed  and  soybeans, 
cotton,  wool  tops,  millfeeds,  cottonseed,  cottonseed  meal,  soybean  meal, 
butter  and  eggs,  potatoes,  peanuts,  and  all  fats  and  oils.     There  have  been 
active  futures  markets  in  about  20  of  these  cormiiodities .     The  act  does  not 
apply  to  grease  wool,  does  not  cover  sugar,  coffee,  cocoa,  rubber,  or  silk, 
and  does  not  cover  any  of  the  metals.  There  are  about  33  commodities  in 
which  there  have  been  futures  markets.     It  is  a  fact  that  the' commodities 
that  are  covered  by  the  Commodity  Exchange  Act  are  about  the  only  ones  in 
TNhich.  there  is  any  semblance  of  futures  trading  at  the  present  time.  In 
point  of  value  of  the  volurae  of  tra^ding,   the  coim.iodities  that  are  covered 
by*  the  Commodity  Exchange  Act  comj)rised  about  95  percent  of  the  trading  in 
all  coimnodities.     The  others,  including  the  metals,  amoujited  to  only  about 
5  percent. 

1  believe  it  was  Captain  Olmstead  vrho  suggested  that  we  be  prepared  to  give 
the  regional  adrainistrator s  a  list  of  our  i^ield  offices  and  the  number  of 
persons  in  each  field  office,  le  have  a  very  small  organization.  In 
Vjashington  we  have  only  about  40  persons.     Our  work  divides  into  5'  divisions. 
These  5  divisions  consist  of  a  Compliance  Division,  Economic  Division, 
License  and  Rules  Division,  Segregated  Funds  Division,  and  Trading  Division. 
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We  have  six  field  offices  located  as  follovirs:    Ciii.cago,  mth  53  employees, 
Kansas  City  with  6  employees/  Minneapolis  with  8  employees,  Hew  Orleans  with 
11  employees,  and  New  York  with  34  employees.    I'-'e  have  one  accountant  in  San 
Francisco  who  I  believe  has  desk  room  in. the  Distribution  Branch.    We  did 
have  an  office  in  Portland.     It  was  closed  Just  recently.     I  am  anxious  to 
establish  some  more  direct  contact  with  the.  Portland  suid  Seattle  exchanges. 
Not  very  much  trading  is  done  in  those  markets,  but  we  would  like  to  have 
something  in  the  way  of  a  listening  post  out  there. 

I  have  considered.  Dr.  Gold,  "that  these  regional  administrators  will  not  be 
able  to  take  back  with  them  a  lot  of  technical  information  and  that  they  are 
mainly  concerned  with  getting  viri thin  their  grasp  an  idea  of  the.  various  ac- 
tivities that  are  being  conducted  by  ilidA.  and  of  general  organization  struc- 
ture of  vjhich  they  are  a  part.     So  I  am  not  going  to  try  to  tell  them  what 
is  in  the  Commodity  Exchange  Act.    It  has  been  my  purpose  rather  to  outline 
some  of  the  objectives.    I  do  feel  that  in  its  essentials  it  is  a  very 
important  activity.    The  Department  spends  a  lot  of  money  and  does  a.  very 
good  job — a  very  necessary  job — in  the  inspection  field. -  It  has  gone  a  long 
way' to  assure  the  public,  consumers  and  producers  alike,  of  getting  i^hat  they 
are  entitled  to  in  the  way  of  honest  standards  of  quality.-    That  is  very 
important,  but  I  think  it  is  no  less  important  to  see  that  they  are  not 
cheated  or  taken  advantage  of  in  the  public  market  place  through  price  msinip- 
ulation.     It  is  just  as  important  to  see  that  the  price-making  machinery 
itself  is  functioning  smoothly  and  without .abuse. 

Right  at  the  moment  there  is  nothing  very  dramatic  or  exciting  about  the 
work  of  the  Commodity  Exchanp^e  Branch,  but  when  the  markets  are  active  it 
becomes  a  "hot  spot"  and  a  focal  point  for  a  variety  of  business.  Government, 
and  political  interests.    We're  offered  bribes — I  mention  this  in  case  you 
might  be  interested — we  are  threatened  Ydth  blackmail;  Yre  are,  well,  as  I 
said  when  I  started  my  talk,  we  have  not  been  involved  in  any  scandal,  but 
I  hate  to  thini:  how  close  I  came  one  time  to  being  an  overnight  guest  on 
Mr.  Blank's  private  yacht,  and  if  someone  hadn't  tipped  me  off  as  to  the 
0¥mer  of  the  yacht  and  what  kind  of  party  it  v/as  going  to  be,  I  am  afraid 
I  v7ould  have  come  back  without  any  morals  and  mthout  even  a  cloak  of 
respectability. 

There  are  quite  a  large  number  of  futures  commission  merchants  registered 
under  the  Commodity  Exchange  Act.     This  is  a  licensing  function.    As  of 
June  30,  1942,  there  were  602  registered  futures  commission  merchants.  They 
had  1,519  offices  in  continental  United  States,  535  of  these  offices  being 
located  in  the  Northeastern  Region.     In  the  Southern  Region  there  were  160 
offices*     In  the  Southv^estern  Region,  YAiich  talces  in  New  Orleans,  there  were 
87  offices.     The  Mountain  Region  had  18  offices.     In  the  Pacific  Region  there 
were  90  offices.     In  the  Midwestern  Region  there  were  295  offices.     The  Great 
Lakes  Region  had  334  offices.     In  this  region,  under  our  Chicago  office, 
there  is  maintained  supervision  over  the  Chicago  Board  of  Trade,  Chicago  Open 
Board  of  Trade,  Chicago  Mercantile  Exchange,  and  Milwaulcee  Grain  and  Stock 
Exchange.     Since  the  abandonment  of  the  Portland  office,  supervision  of  the 
Portland  Grain  Exchange  and  the  Seattle  Grain  Exchange  has  been  under  the 
Chicago  office.    Our  Kansas  City  and  Minneapolis  offices  fall  in  the  Mid- 
western Region.     The  exchanges  in  this  region  are  the  Tansas  City  Board  of 
Trade,  the  St.  Louis  Merchants'  Exchange,  the  Minneapolis  Chamber  of  Commerce, 
and  the  Duluth  Board  of  Trade.     The  New  Orleans  field  office  has  jurisdiction 
over  the  New  Orleans  Cotton  Exchange  and  also  the  Llemphi-s  Merchants'  Exchange 
Clearing  Association.     The  Ne'.\r  Orleans  Cotton  Exchange  is  located  in  the 
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Southwestern  Region,  while  the  i,Aemphis  exchange  is  in  the  Southern  Region. 
The  New  York  office,  in  the  Northeastern  Region,  has  supervision  over  the 
.New  York  Cotton  Exchange,  New  York  Tvool  Top  Exchange,  New  York  Mercantile 
Exchange,  and  New  York  Produce  Exchange. 

We  release  from  our  field  offices  at  noon  the  volume  of  trading  in  the 
futures  of  various  commodities  for  the  previous  day,  and  also  the  amount 
of  open  contracts.      e  receive  every  day  certain  reports  on  volume  of 
trading  and  on  open  contracts  by  clearing  firms  and  by  traders  in  the 
market.     These  give  us  an  index  to  market  activity,  indicate  unusual  ac- 
tivities, and  give  us  the  clue  to  the  need  for  more  intensive  investigation. 
These  daily  releases  on  volume  of  trading  and  amount  of  open  contracts  are 
of  very  great  interest  to  the  trade — especially  the  figures  on  open  contract 

I  shall  not  take  any  more  time.     I  imagine  I  have  talked  about  everything 
except  what  the  regional  administrators  were  interested  in.     I  have  talked 
T/ithout  manuscript  and  without  notes  and  have  rambled  all  over  the  place. 
I  have  here  a  set  of  charts,  a  copy  of  the  law,  and  a  list  of  the  field 
offices  showing  the  supervisors  in  charge. •  The  functional  chart  shows  the 
breakdown  of  work  among  the  various  divisions.     Here  is  also  a  table  show- 
ing the  commodities  covered  by  the  act,  and  the  markets  in  wliich  futures 
trading  is  conducted.     I  have  enough  sets  for  each  of  the  regional  directors 
and  will  leave  them  here  -with  Dr.  Gold. 


\ 
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IV 

TIL4IJSP0RTATI0N  AND  WAREHOUSING  BRANCH 
Willi  am  G.  Grcv/,  Chief; 

I  like  to  think  of  this  marketing  job  of  A.M.A.  as  being  a  complete  job'  of 
working  out  and  carrying  out  a  marketing  progi'am  from,  the  time  the  product 
leaves  the  farmer  until  it  gets  to  the  consumer.     No  part  of  the  program  is 
more  important  than  any  other  part.     I  don't  think  A.M. A.  will  get  anytvhere 
unless  we  try  to  build  a  complete  marketing  program..     That  doesn't  mean  A.M. A. 
will  do  the  whole  job,  however,  because  we  mus-t  work  out  a  marketing  system 
in  which  the  state  people  liave  a  place,  and  local  people  have  a  place,  and 
A.M. A.  has  a  place.     One  of  the  best  opportunities  that  regional  representa- 
tives have  is  to  work  with  the  state  people  in  developing  a  coordinated 
program  in  which  we  will  all  have  cur  part.     If  we  do  that,  I  believe  we  can 
have  the  most  popular  and  useful  program  in  the  Department  of  Agilcu] ture,  but^ 
today  we  must  have  a  vfay  of  tying  in  with  state  people.     In  the  work  of  the 
Transportation  and  Warehousing  Branch,  we  are  doing  exactly  that.    We  are  tying 
in  constantly  with  the  state  people;  with  utility  or  railroad  corandssions ,  or 
wliatever  they  are  called;  v/ith  comm.erce  counsels,  with  farm,  organizations, 
cooperative  groups,*  with  other  Federal  agencies — G.P.A.,  O.D.T.,  I.C.G.,  V/.F.B. 
Our  work  on  marketing  facilities  we  do  i-^ot  carry  on  in  states  except  in  coopera- 
tion with  state  agencies.     I  am.  inclined  to  say  that  slov\^s  the  work  up  a  little, 
but  pays  dividends.     I  am^  thinking  how  we  can  tie  in  with  state  people  and  do 
the  job.     That  is  a  topic  any  regional  group  should  think  about.     I  want  to 
give  a  few  illustrations  of  the  work  A.M. A.  does  in  the  field  of  transportation, 
warehousing,  and  marketing  facilities.    The  Secretar^^'  says:"   Everything  that 
has  to  do  A'vith  the  physical  handling  of  farm  products  frc.m  the  farmer  to  the 
consumer,  in  general,  is  the  job  that  is  assigned  to  the  Trajisportation  and 
Wai'ehousing  Branch.    The  people  in  the  Transportation  and  V^rehousing  Branch 
ai*e  fully  aware  of  the  fact  that  all  problt;ms  involve  commcdities.  Therefore, 
we  are  trying  as  hard  as  we  cm  to  vvork  cooperatively  and  make  decisions  vdth 
our  own  comniodity  branches.    Vie  have  a  case  now  in  Memphis  in  which  Carl 
Robinson's  people  helped  us  pi'epare  the  case.     So  o.n  down  the  line. 

I  decided  I  would  see  if  I  couldn't  steal  a  m.arch  on  you.     I  have  seven  copies, 
one  for  each  of  the  seven  regional  m.en,  of  a  statement  you  can  just  take  home 
with  you.    Vflien  you  haven't  anyt.hi.ng  else  to  do,  you  can  read  it.     It  briefly 
describes  a  reprr.;sentative  s'uaplo  of  some  things  we  have  been  doing  recently 
on  transportation,  v^aroliousing,  and  marl--.- 1  facilities.     It  doesn't  describe  all 
our  work,  but  it  gives  a  representative  sample  of  big  and  little  things.  Now, 
I  would  like  to  give  just  a  few  illustrations  of  what  we  are  doing,  things  that 
represent  fairly  well  what  we  are  trying  to  cover  in  the  field. 

Several  months  ago — Dr.  Waugh  did  most  of  the  work  on  this — you  miay  remember 
the  labor  unions  of  the  railroads  were  going  on  strike.     The  labor  unions  got 
a  10%  wage  increase,  whereupon  the  railroads  asked  for  a  10^  freight  and  passen- 
ger increase.     Our  transportation  people  throughout  the  A.M. A.  were  of  the 
opinion  that  the  railroads  did  not  need  a  10^^  increase  in  order  to  pay  the  extra 
wages,  primarily  because  the  volume  of  business  had  increased  so  much  they  could 
get  by  without  the  10%,     So  after  a  number  of  governmental  agencies  had  been 
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willing  to  go  along  in  increases,  the  representatives  of  this  Department  got 
up  and  opposed  it.     It  was  a  bomb  shell.     It  was  also  argued  that  increases 
on  a;griciLLtural  products  should  not  be  as  great  as  on  other  products.  In- 
stead of  getting  10%  freight  increase_,  tiioy  got  6%  on  non-agricultural  products 
and  3%  on  agricultural  products.    This  caused  a  saving  of  oO  million  dollars 
on  our  freight  bill  on  movements  of  farm  products.    That  illustrates  one  type 
of  activity  that  the  Transportation  Division,  which  is  one  of  three  divisions 
in  this  Branch,  gets  into  every  day. 

A  little  later  on,  it  was  proposed  that  a  5%  tax  be  added  to  a3_l  freight  bills, 
which  would  be  equivalent  to  a  5%  increase  in  freight  rates.    Mr.  Hendrickson 
signed  a  statement  opposing  this  and  sent  it  to  the  Senate  Finance  Committee. 
Last  night  I  heard  that  the  Senate  turned  down  tins  5%  tax  on  freight  bills. 
That  would  have  amounted  to  40  ndllion  dollars  on  freight  bills. 

We  have  a  hearing  on  now  in  Memphj.s  on  cotton.    The  compress  people  have  tried 
to  do  away  with  35^000  pound  minimum  car  freight  rate  on  cotton  to  foi'ce  the 
cotton  to  go  through  a  compress  in  oi'der  to  give  them  some  business.     It  would 
tend  to  stop  movement  of  gin  bales  of  cotton.     We  do  not  think  it  desirable 
for  people  to  force  an  operation  that  is  not.  necessary .    We  are  fighting  this 
effort  to  hamper  the  movement  of  gin  ba.l  es  because  we  do  not  feel  they  should 
saddle  that  additional  charge  on  the  marketing  of  cotton. 

lAfe  have  requested  I.C.C.  to  launch  an  investigation  into  wool  rates  because, 
as  far  as  we  can  find,  they  are  entirely  out  of  line  with  rates  on  other 
products.    The  Commission  that  makes  official  representations  announced  a  few 
days  ago  that  it  would  carry  on  that  investigation ,  and  we  are  now  busily  en- 
gaged in  preparing  material  for  testimony,  and  if  we  can  win  out  on  t.hat  case — 
which  we  hope  we  can  or  we  wouldn't  have  gone  into  it — it  will  amount  to  saving 
millions  of  dollars  in  freight  bills  on  wool  and  mojiair. 

There  are  many  other  such  cases  where  our  people  come  before  state  commissions 
and  other  bodies  to  try  to  get  special  handling  privileges  for  agricultural 
products,  to  protect  farm  p^eople  from  exploitation,  and  get  reasonable  rates, 
but  I  do  not  need  to  give  ai'iy  niore  examples  of  that.     I  checked  up  to  see  how 
many  cases  we  had  entt:red  into  and  it  runs  around  100  in  the  last  few  months; 
some  big,  some  little. 

Some  trucking  companies  in  the  eastern  part  of  the  country  wanted  to  form  a 
merger.    We  did  not  think  it  proper  since  it  would  be  monopolistic — c^n 
attempted  squeeze  to  put  out  smtall  ti'ucking  com,panies.    We  objected  to  it. 
It  didn't  do  us  any  good.    The  Commission  .let  them  do  it  anyway.     After  the 
merger  was  formed  it  seemed  that  all  the  things  we  indicated  would  happen  did 
happen.     It  was  decided  to  take  the  case  into  the  courts.    Several  members  of 
the  Commission  were  willing  to  have  it  done.    A  little  trucking  company — we 
worked  with  them  on  it — pulled  the  thing  into  court.    When  the  Commission  gets 
into  the  courts,  the  Department  of  Justice  is  supposed  to  defend  them.  The 
Department  of  Justice  is  going  to  confess  error  and  prosecute  the  Commi-ssion 
and  defend  us. 
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one  quarter  billion  a  year.     Over  one-hali  of  the  marketing  costs  on  these 
fruits  and  vegetables  occurs  after  these  products  reach  the  New  York  iltJity 
limits.     In  fact,  nearly  half  the  consmviar's  dollar  spent  for  these  products 
goes  to  pay  handling  in  New  York  'City .     To  put  it  another  wa^ ,  about  one-half 
the  consumers'  dollar  goes  to  the  farmer  .and  to  pay  handling  up  to  the  New 
York  City  limit.    We  have  analyzed  the  methods  of  handling  these  products, 
checking  into  the  costs  and  into  any  and  every  handj.ing  operation.    We  .have 
tried  to  figui'^e  out  which  of  these  operations  are  unnecessary;  xvhich  can  be 
reduced  in  cost.     Plans  have  been  worked  out  that  would  cut  the  cost  of 
handling  between  the  city  limits  and  retail  stores  by  about  22  percent,  and 
the  only  criticism   v,^e  have  had  of  thecie  figures  is  that  they  ai'e  too  con- 
servative.   We  have  no  authority  to  put  the  plans  across.     All  we  can  do  is 
work  out  the  plans .    l/Ve  have  to  keep  working  v/ith  everybody'  to  tiy  to  find 
som.ebody  that  Vvdil  put  across  the  improvement.     In  New  lork  City,  the  City 
Planning  Commission  is  taking  hold  and  trying  to  put  the  plan  across. 

This  is  an  illustration  of  the  type  of  thing  that  is  done  on  the  city  end  of 
market  facilities,  but  work  just  as  important  needs  to  be  done  on  the  country 
end.     For  instance,  in  the  South  it  seems  desirable  to  have  a  system  of  con- 
centration markets  to  which  farmers  can  take  their  products,  get  a  competitive 
market  and  be  able  to  ship  in  carload,  or  truckloads .     Unless  this  is  done, 
people  down  South  are  going  to  be  hurt  by  shortage  of  trucks.    Shortage  of 
trucks  vjill  show  up  first  on  perishable  products.    If  you  can  get  markets 
properly  located,  get  buyers  there,  get  the  grading  services  and  an;}i:hing 
else  that  is  needed  to  make  an  adequate  outlet,  you  will  have  done  a  real 
service  to  the  farm.ers  of  the  South..    In  putting  across  this  type  of  develop- 
ment, it  will  be  necessary  to  vvork  Vvlth  all  the  agencies  of  the  Federal 
Government  as  vrell  as  to  tie  in  with  private  and  State  agencies. 

KITCHEN:    Any  questions. 

Question:     I  would  like  to  ask  what  happened  to  the  22  percent. 

MR.  CROW:    You  are  tliinking  of  the  situation  in  New  York.     I  think  the  general 
answer  to  that  would  be  chat  vaien  they  are  .3,ble  to  effect  these 
economies  they  would  be  divided  between  the  grovver  and  the  consumer. 
•  The  fruit  and  vegetable  industry  is  highly  competitive,  and  I  think 
you  ^Aill  find  tha.t  a  considerable  part  of  the  savings  will  go  back 
to  the  grower  or  on  to  the  consimier. 

MR.  KITCHEN:    y^r.  Crov;  has  a  very  small  staff  to"  deal  with  these  problems 

which  he  has  explained.  A  section  under  the  A. A. A.  Act  gives 
us  about  $65,000  and  gives  us  authority  to  intervene  in  pro- 
ceedings before  the  Interstate  Commerce  Comjiiission.  That  is 
a.n  authority  which  the  Department  never  had  before  and  if  we 
had  more  staff,  we  could  do  more  than  we  have.  I  v-zould  like 
to  eanphasize  this  whole  situation.  Some  of  you  regional  ad- 
ministrators are  liable  to  find  yourselves  in  the  midst  of 
that  third  problem — market  facilities . 


Vi[e  have  several  other  cases  where  we  hav^e  woi'ked  with  other  agenciecj.  We 
remain  on  a  friendly  oasis  ^Izn.  tiio  Gomirdssion^  but  there  are  a  number  of 
things  popping  like  that  all  tne  time.    Ikrw  that  the  tracks  are  passing  out 
of  the  picture,  the  railroads  ai'e  trying  to  restort^  old  rates.    Since  the 
war  has  taken  boats  off,  they  feel  they  shou]..d  be  able  to  raise  rates  to 
where  they  had  been.     The  Department  feels  this  is  not  good  puolic  policy  . 
but  it  doesn't  make  public  policy  by  itself.     Therefoi-e,  we  are  working  with 
other  Federal  agencies  to  determine  the  course  that  should  be  taken. 

Another  transportation  problem,  that  is  very  important  right  now  is  the  emer- 
gency work.    As  you  know,  the  truck  situation  is  pretty  bad.    We  have  worked 
in  cooperation  with  other  branches,  making  recomjnendations,  and  forwarding 
them  to  tlie  Office  of  Defense  Transportation.    We  \^iew  with  alarm  the  outlook 
on  this  truck  situation  because  everything  practicalZ.y  moves  from  the  farm  to  the 
first  assembly  point  by  .truo-k..    About  one-half  of  the  over-the-road  movement  is  by 
truck  ana  practically  all  the  transportation  from  the  big  wholesale  markets 
is  by  truck.    And  trucks  are  rapidly  passing  out  of  the  picture.    We  are 
having  a  little  difficulty  getting  anything  done  on  that.    We  have  some  people 
who  think  we  should  be  interested  only  in  farmer-owned  trucks  hauling  to  the 
first  market.     But  you  realize  that  that  is  very  fau^I.ty  because  if  a  product 
cannot  move  from  the  first  market,  what  is  the  use  of  taking  it  to  the  first 
one.     The  O.D.T.  is  trying  rather  ineffectively  to  conserve  trucks  by  the 
issuance  of  orders.     There  are  other  orders  that  are  being  issued  from  time 
to  time  on  the  conservation  of  railway  eq_uipmen.t  and  we  are  working  with 
O.D.T.  trying,  to  help  on  rail  orders.    We  work  with  those  people  to  try  to 
help  take  care  of  any  problems  that  come  up. 

I  do  not  believe  there  is  anything  else  we  have  time  to  discuss  this  morning 
in  connection  with  transportation,  but  will  attempt  to  tell  a  little  about 
the  Warehouse  Act.    ?/e  have  two  types  of  v/arehouse  activities.    First,  there 
is  a  Federal  Vferehouse  Act  under  which  cuiy  warehouseman  handling  any  consider- 
able qucuitity  of  agricultural  pi-oducts  can  get  a  fedi::;ral  license.    There  are 
a  few  products  that  are  not  eligible  but  warehoust-mLen  handling  most  products 
can  comie  into  the  federal  system.    We  have  more  requests  than  we  have  examiners 
so  we  are  having  to  turn  down  soni:-.  requests.    That  gives  you  an  idea  of  the 
popularity  of  this  Act.    These  exarrdners  go  out  to  see  if  the  warehouses  are 
properly  equipped-.     They  check  up  on  the  warehousem'-ji.  to  see  if  he  is  finan- 
cially sound  and  knows  how  to  handle  the  pr'oducts.     If  he  looks  all  right  and 
if  his  assets  are  all  rights  if  he  ca.n  handle  the  work,  and  if  his  facility 
is  all  right,  he  makes  a  bond  and  is  licensed.    Vfe  then  have  printed  receipts 
for  himi  to  issue  for  the  products.     At  intervals  of  every  three  months,  our 
warehouse  examiners  a^ppear  and  check  that  warehouse  to  see  if  everything  i".hat 
is  supposed  to  be  there  is  there  and  in  good  condition,  and  it  had  better  be 
or  the  warehouseman  is  in  ti'ouble.    We  have  had  an  unusually  good  record  in 
the  supervising  of  these  warehousemen;  in  fact,  in  the  26  years  of  this  Ware- 
house Act  there  has  not  been  a  depositor  that  has  ever  lost  one  dime.    Vife  had 
a  criticism  the  other  day  that  we  do  not  require  a  big  bond.    We  do  not  re- 
quire a  very  large  bond  because  the  supervision  is  so  good  thiit  it  is  not 
necessary.     I  believe  that  in  the  26  yea.rs  the  total  amount  the  bonding  com- 
panies have  lost  has  been  only  about  |60,000,    Obviously,  with  losses  no 
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greater  than  that,  it  is  possible  to  get  a  bond  for  almost  nothing.    The  im- 
portance of  that  can  be  brought  out  a  little  bit  bettei'  if  yuu  realize  that 
about  a  billion  and  a  half  dollars  worth  of  these  products  move  through  these 
warehouses  each  year,  and  if  that  many  dollars  .worth  can  pass  through  these 
warehouses  so  that  nobody  loses  anything,  I  think  it  is  a  pretty  good  record. 
Here's  an  illustration. .  This  happened  before  I  became  connected  with  tkis 
particular  Branch.    There  w^as  a  wool  man  that  needed  to  get  seven  million 
dollars  -  this  was  a  very  large  sum  of  money  to  get  anywhere.    He  had  his 
financial  arrangem.ent  worked  out  but  it  fell  through.    1/Vool  was  being  moved 
and  he  had  to  have  the  money  in  a  very  few  days.    Thi?_  money  was  borrowed  on 
this  man's  warehouse  receipt  froiii  a  bank  of  New.  York  mthout  anything  or  any- 
one standing  for  him  or  without  the  bank  even  knowing  or  seeing  the  man  - 
just  on  the  warehouse  receipt.    That . gives  an  idea  of  what  the  people  think 
of  the  value  of  these  receipts.    Of  course,  the  receipts  are  merely  a  symbol 
of  the  supervision. 

Another  type  of  warehouse  inspection  activity  is  the  inspection  of  warehouses 
storing  Mlk  products.    The  A.M. A.  is  buying  now  a  billion  dollars  worth  of 
products  a  year  for  shipment  under  lend-lease.    As  of  recent  date,  about 
32,000  carloads  of  products  of  A.M. A.  were  in  storage  over  the  country.  Many 
of  these  products  are  not  commodities  that  are  eligible  for  licensing  under 
the  Federal  Warehouse  Act,  so  it  seemed  desirable  to  make  some  kind  of  iit- 
spection  of  these  warehouses.    We  recently  inaugurated  a  system  of  checking 
warehouses  and  warehousemen  and  checking  the  products  while  there  to  see  if 
they  are  in  good  condition.    Any  warehouseman  may  submit  an  offer  to  Mr. 
Osgood  in  the  Purchase  Branch,  and  if  he  has  the  right  type  of  warehouse, 
properly  located,  and  his  bid  is  right,  he  can  solicit  our  business.    Most  of 
our  storage  needs  have  been  taken  care  of  by  bids  from  regular  storage  ware- 
housemen. 

Besides  this  inspection  work,  we  have  the  responsibility  of  checking  up  on  the 
adequacy  of  warehousing  and  passing  on  priorities  for  building  new  warehouses. 
In  this  latter  we  are  working  with  ViJ.P.B.  and  other  agencies  concerned.  We 
have  records  of  all  the  cold  storage  space  in  the  country,  and  we  have  estimates 
of  quantities  that  are  going  to  have  to  be  stored  and  v/e  have  also  y/orked  out 
plans  for  dealing  with  storage  shortages.    On  cold  storage ^  we  have  found  out 
which  products  do  not  have  to  stay  in  cold  storage  and  have  found  out  other 
types  of  storage  space  that  can  be  used  in  case  it  becomes  necessary  to  use  it. 
We  have  information  on  the  cold  storage  space  that  is  very  complete.     On  the 
first  of  every  month  we  issue  reports  on  cold  storage  holdings.    We  have  in- 
f.-^rmation  on  the  percentage  of  occupancy  so  that  every  two  weeks  we  can  tell 
^,r^3t  what  percent  of  the  space  in  any.  cold  storage  house  is  occupied.  That 
co.n:i3S  in  handy  for  passing  on  priorities  on  building.    We  have  the  same  type  of 
information  on  storage  warehouses  that  are  used  by  m^eat  packers,  etc. 

Third  on  the  list  of  activities  is  market  facilities.    By  that,  we  mean  the 
pj.snning  of  facilities  for  handling  farm  products.    To  illustrate,  in  New  York 
GlV;  mere  than  two  hundred  thousand  carloads  of  fresh  fruits  and  vegetables 
are  received  each  year.    That  is  about  a  carload  a  m.inute  for  every  daylight 
mj^nute  of  the  year.    The  total  value  of  these  fruits  and  vegetables  runs  over 
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Vfe  are  excited  over  the  shortage  of  meat  even  though,  accord-  ' 
ing  to  the  best  estimates  we  have,  a  hundred  million  hogs  in 
this  country  will  be  ready  for  market  this  fall.    It  means 
about  25  percent  increase.    We  are  considerably  concerned  as 
to  whether  tranvSportation  and  packing  facilities  will  be  able 
to  handle  it.    It  has  been  quite  customary  for  hog  producers 
to  ship  their  hogs  in  December  and  January.    We  have  recently 
made  a  full  survey  of  packing  house  facilities  and  it  Idoks 
as  if  it  is  going  to  be  pretty  tight  in  Iowa,  Southern  Maine 
and  Northern  Illinois,     I  think  that,  in  about  a  week  or  so, 
we  are  going  to  send  a  man  to  Chicago  to  start  working  on 
this  particular  problem.    We  are  also  working  on  farm  esti- 
mates.   Nobody  wants  to  tell  the  farmer  he  must  get  a  permit 
before  he  can  take  his  hogs  to  market,  but  that  situation 
may  develop  and  we  may  have  to  be  prepared  to  meet  it.  I 
will  see  to  it  that  anyone  we  send  from  Washington  will  advise 
you  what  to  do. 

Wlien  we  can  make  a  saving  of  eight  .million  dollars  a  year  just 
in  the  handling  of  fruits  and  vegetables  in  New  York,  it  is  a 
pretty  sad  commentary  on  our  marke-ting  system.    There  is  not 
much  v/e  can  do  until  after  the  war  because  the  facilities  are  ■ 
not  available,  but  I  think  that  is  a  problem  you  regional 
operators  should  be  studying  because  in  the  adjustments  that 
will  have  to  be  made  after  the  war  I  look  for  some  drastic 
changes  to  be  made  and  it  may  well  be  that  the  Government  will 
have  to  finance  some  of  these  facilities.    If  we  are  going  to 
clear  away  some  of  these  unfair  things  we  will  have  to  have 
more  legislation.    The  probabilities  are  that  we  will  be  able 
to  get  more  legislation  after  the  war  than  we  have  had  before, 
and  you  regional  men,  so  far  as  I  am  concerned,  will  be  ex- 
pected to  take  the  lead  in  that  sort  of  thing.    I  was  here 
when  the  first  marketing  news  was  started  in  the  Department 
of  Agriculture.    Up  to  that  time  the  Department  had  devoted 
itself  entirely  to  production  but  as  Mr.  Houston,  who  was  here 
at  that  time,  said,  production  is  only  one-half  of  agriculture 
and  marketing  the  other  half. 
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